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BEFORE THE ARIZONA CORPORATION COM&~S\IObj r;D ~ i i  193 

IN THE MATTER OF THE U S WEST 
COMMUNICATIONS, INC.'S 
COMPLIANCE WITH SECTION 271 OF 
THE TELECOMMUNICATIONS ACT OF 
1996 

U S WEST'S OPPOSITION TO THE MOTION TO COMPEL 
OF ACI, ELI AND NEXTLINK 

U S WEST Communications, Inc. (W S WEST"), submits this opposition to the motion 

to compel of ACI Corp. ("ACI"), Electric Lightwaves, Inc. ("ELI"), and NEXTLINK Arizona, 

Inc. ("NEXTLINK") (collectively " AEN"). 

I. INTRODUCTION 

The underlying premise of AENs motion to compel is that U S WEST is refusing to 

cooperate in the discovery process and is delaying the production of relevant information. This 

sweeping allegation is exaggerated advocacy that does not reflect the truth. As shown below, 

U S WEST has gone to unusual lengths to meet the discovery demands of this case and has 

objected to discovery requests only when those requests have been overreaching and not relevant 

to the issues that are raised by U S WEST'S application under section 271 of the 

Telecommunications Act of 1996 (the "Act"). AENs demand for further responses from 

U S WEST generally relates to data requests that are plainly improper and, in some cases, to 

requests to which U S WEST has fully responded. 

As discovery has progressed in this proceeding, the intervenors have placed enormous 

discovery demands on U S WEST. In the past eight weeks alone, U S WEST has been required 

to respond to more than 400 data requests that the intervenors have propounded, including 67 
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requests from AEN.1 To meet these demands, U S WEST has devoted a team of between 20 and 

30 people who have been working daily to keep pace with the intervenors' requests. This team 

has responded to the intervenors' requests expeditiously and thoroughly. They have provided 

more than 400 written responses to the data requests and have produced more than 50,000 pages 

of documents to the intervenors. 

While AEN's motion may suggest otherwise, U S WEST has a strong incentive to be 

fully responsive to appropriate requests for discovery from the intervenors. Not only is it 

U S WEST's obligation to respond in that manner, but U S WEST also recognizes that the 

disclosure of all non-privileged information relevant to its section 27 1 application is important to 

the success of its application. For these reasons, U S WEST has devoted very substantial 

resources to the task of providing discovery in this case. But even with those resources in place, 

U S WEST must draw the line at requests that are not designed to serve any meaningful purpose 

and that would unnecessarily increase the demands on its discovery team. AEN's motion largely 

involves requests of that nature.2 

For example, AEN seek to require U S WEST to produce approximately 500,000 pages 

of material from an unrelated civil antitrust suit pending in another state involving disputes that 

are unrelated to U S WEST's provision of service in Arizona. AEN also seek information 

concerning the percentage of the central offices throughout U S WEST's 14-state region that have 

space available to accommodate certain collocation equipment. U S WEST has 150 central 

offices in h z o n a  and 1259 region-wide. No CLEC is collocating in 110 of the Arizona central 

1 U S WEST recently received an additional 50 requests from AT&T alone. This is in addition to the 287 
requests received from AT&T, TCG, MCI WorldCom and Sprint earlier. 

2 AEN assert that U S WEST has not responded to AEN Data Requests 38,43, and 44. AEN Motion to 
Compel at 2 n. 1. This is inaccurate. U S WEST has responded to AEN Data Requests 38 and 44 on May 
13, 1999 and responded to AEN Data Request 43 on May 7, 1999. Accordingly, AEN Data Request 
56 -- requesting approximately 500,000 pages of material from unrelated Washington civil antitrust 
litigation -- is the only AEN Data Request to which U S WEST has not responded. 
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offices, and 1059 of the offices region-wide have no collocators. AEN's request for information 

outside Arizona has no bearing on U S WEST's ability to provide collocation in Arizona and is 

not reasonably calculated to lead to the discovery of admissible evidence. Moreover, to respond 

to this request, U S WEST would have to gather information for the 1259 central offices in its 

region. This process would require an enormous amount of time for no legitimate end. 

Similarly, AEN demand that U S WEST list all 150 central offices in Arizona where 

U S WEST will not be able to accommodate physical collocation. CLECs are collocating in only 

40 central offices, leaving 110 without any physical collocations at all. This pattern results from 

CLEC decisions to focus on densely populated areas to maximize profits. Thus, AENs request 

would require U S WEST to provide information for many central offices, particularly in highly 

rural areas, where no CLEC has requested collocation and where there is no realistic likelihood 

of such a request. This information has no reasonable bearing on U S WEST's section 271 

application. 

With respect to AEN's allegation that U S WEST has delayed in producing information, 

U S WEST has responded with all relevant information that is readily available and has promptly 

initiated the processes necessary to gather information that is not readily available. As 

U S WEST has acknowledged, when U S WEST and Global Crossings recently announced their 

intended merger, U S WEST temporarily had to divert some of its legal resources to issues 

relating to the merger. That circumstance caused a short-lived delay of only a few days. In 

addition, when AEN asked for additional information in meet and confer sessions, U S WEST 

agreed to provide much of the requested information and has now provided virtually all of that 

information. 

AEN's other objection appears to be that U S WEST has not supplemented its responses 

quickly enough. U S WEST has tried diligently to balance the needs of all intervenors to 

discovery from U S WEST. With respect to AEN's requests, U S WEST has responded to the 

vast majority of those requests, has supplemented its responses as it discovered additional 
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information, and produced the additional agreed-upon materials by Friday, June 4. 

For these reasons and those set forth below, the Hearing Division should reject AEN's 

motion to compel. 

11. DISCUSSION 

A. U S WEST Has Produced And Is In the Process Of Producing All 
Relevant Documents Regarding Collocation in Arizona (AEN Data 
Requests 20,31 and 34). 

Data Request 20 requests that U S WEST identify central offices in Anzona in which it 

anticipates that it will be unable to accommodate requests for physical collocation. In its March 

3 1, 1999 order regarding advanced services and collocation, the FCC ordered incumbent local 

exchange carriers ("ILECs") to post information on the Internet regarding central offices that 

ILECs know are full. First Report and Order and Further Notice of Proposed Rulemaking, 

Deplovment of Wireline Services Offering Advanced Telecommunications Capabilitv, CC 

Docket No. 98-187, FCC 98-48 7 58 (rel. Mar. 31, 1999) ("Collocation Order"). In accordance 

with the Collocation Order, U S WEST has established a publicly available Internet site that 

provides this information to AEN and any other interested carrier. AEN can access this site at 

http://www.uswest.com/carrier/customer-specific/clecs/index.html. By clicking on "Bulletins,11 

AEN can access U S WEST'S "Collocation Space Availability Summary." U S WEST refers 

AEN to the U S WEST website in response to this data request. It is entirely permissible for 

U S WEST to refer AEN to this publicly-available Internet site in lieu of reproducing the 

information it contains. 

Paragraph 58 of the Collocation Order does not require, as AEN imply, U S WEST to 

provide the global information it requests in any other form. Paragraph 58 merely requires an 

ILEC that receives a specific request for collocation at a particular ILEC central office to provide 

a report within 10 days specifying the amount of collocation space available at the specific 

requested premises, the number of collocators, and any modifications in the use of the space 
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since the last report. Collocation Order 7 58. Thus, the additional reporting referenced in 

paragraph 58 relates solely to actual requests for collocation at a particular ILEC premises, not an 

obligation to respond to a discovery request regarding collocation space in central offices where 

no CLEC has formally requested collocation. 

As set forth above, only 40 central offices in Arizona have collocators. It is a waste of 

U S WEST'S time and resources to investigate space availability in the overwhelming majority 

(1 10) of central offices that have no collocators and where CLECs have expressed no interest in 

obtaining collocation. Accordingly, the Hearing Division should reject AEN's motion to compel 

a further response to Data Request 20. 

AEN Data Request 3 1 seeks information regarding the percentage of space available in 

central offices in Arizona and region-wide to accommodate DSO and DS 1 ICDFs and how many 

lines can be provisioned from each office using DSO ICDFs. U S WEST opposed this request 

because the information sought exceeds the scope of information U S WEST is required to 

provide under paragraph 58 of the FCC's Collocation Order, is burdensome, and requests region- 

wide information that is irrelevant to this proceeding. With respect to space constraints in its 

central offices, U S WEST has established the requisite Internet site which provides AEN the 

type of information they need. Contrary to AENs arguments, U S WEST must do no more. 

Furthermore, U S WEST should not be required to survey all of its Arizona central 

Dffices regarding space availability for DSO and DS1 ICDF frames. As noted above, U S WEST 

has 150 central offices in Arizona alone, many of which are located in rural areas in which no 

CLEC has requested collocation or will likely request collocation. U S WEST should not be 

required to expend its time and resources investigating space availability in central offices in 

which AEN and other CLECs have no interest in ever collocating. This is even more true for the 

1059 central offices region-wide in which no CLEC has collocated. If AEN can identi@ specific 

Arizona central offices in which they intend to collocate or specific Arizona central offices in 

which they believe there may be space constraints, U S WEST will provide the information. 
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In addition, AEN are not entitled to region-wide information regarding central offices that 

have space available to accommodate DSO and DS1 ICDF frames. U S WEST does not provide 

collocation on a region-wide basis. The FCC's Section 271 Orders make clear that region-wide 

information is relevant only where a region-wide solution, such as an OSS interface, is used. 

See. e.g., Application of BellSouth Corp., BellSouth Telecomm.. Inc.. and BellSouth Long 

Distance, Inc. for Provision of In-Region. interLATA Services in Louisiana, CC Docket No. 98- 

121, Memorandum Opinion and Order 7 56 (rel. Oct. 13, 1998) ("Second BellSouth Louisiana 

3rder") (''In situations where BellSouth provides access to a particular checklist item through a 

eegion-wide process such as its OSS, we will consider both region-wide and state specific 

:vidence in our evaluation of that checklist item"). Where a BOC does not provide a checklist 

tem on a uniform, region-wide basis (as with collocation), region-wide information is irrelevant 

.o determining whether the BOC satisfies the checklist item in a specific state. 

Regardless, AEN state that information regarding "U S WEST's collocation activities 

iutside Arizona may assist the Commission in evaluating whether U S WEST satisfies the 

nequirements of checklist item 1 of the Section 271 14-point checklist." AEN Motion to Compel 

it 6. Beyond this conclusory statement, AEN do not explain how such information is relevant to 

his proceeding. In fact, it is difficult to conceive how information regarding possible space 

imitations in central offices in other states is remotely relevant to determining whether 

J S WEST accommodates collocation in Arizona. Each state poses unique demands for 

:allocation facilities, depending on the competitive climate of the state, population and 

lemographics, the number and configuration of central offices in the state, and the number of 

3LEC requests for collocation. 

AEN Data Request 34 asks U S WEST to identifl spare COSMIC frame/MDF capacity 

n all Arizona central offices, spare capacity on ICDF frames in all Arizona central offices, and 

Yacant floor space in all central offices that could be used to expand COSMIC frames and MDFs. 

rhis request is overbroad and unrelated to U S WEST's obligation to provide collocation. 
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As set forth above, the FCC's Collocation Order does not impose the broad reporting 

obligations regarding spare frame capacity that AEN seek in Data Request 34. ILECs are only 

required to identify central offices in which it is known that space is unavailable for physical 

collocation and to respond to specific requests for physical collocation. Collocation Order 758. 

Since ILECs are not required to survey their central offices for space availability issues relating 

to their own distribution frames, AEN's request is irrelevant and overly burdensome. 

Furthermore, as noted above, U S WEST should have be required to devote resources to 

surveying frame capacity and floor space in all of its 150 Arizona central offices, particularly its 

rural central offices. AEN and other CLECs have shown no interest in collocating in 110 of 

these Arizona central offices; surveying frame capacity and floor space in those central offices is 

unnecessary to determining whether U S WEST accommodates collocation requests. 

U S WEST has provided the collocation information it is required to provide under the 

FCC's orders and any reasonable standard of relevance. AEN's requests for further information 

are overly broad, and any marginal relevancy of the information is far outweighed by the burden 

imposed on U S WEST. The Commission should reject AEN's motion to compel further 

responses to Data Requests 20, 3 1, and 34. 

B. U S WEST Has Produced And Is In the Process Of Producing All 
Relevant Documents Regarding Trunking (AEN Data Requests 3,4, 
7-11, and 14). 

These data requests relate to information concerning trunks, trunk capacity, and 

provisioning intervals for trunk orders. At the meet and confer session, AEN initially 

zomplained that U S WEST had not provided this information in a disaggregated form -- by 

specific trunk groups and carriers. AEN claimed they need this information to compare blockage 

3n each CLEC's network with blockage on U S WEST'S network. U S WEST has supplemented 

its responses to AEN Data Requests 3,9, 10, 11 and 14. 

During the week of May 17, U S WEST informed AEN -- ELI, in particular -- that it 

would provide this information in a disaggregated form. In doing so, U S WEST emphasized 
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that providing this information by trunk group in response to AEN Data Requests 4, 7, and 8 

would reveal highly confidential information about U S WEST and its competitors alike. 

Specifically, the information shows the extent to which carriers are utilizing trunk groups, which 

bears directly on their business plans. For this reason, U S WEST always has treated as highly 

confidential information relating to its trunk use and the trunk use of carriers that are 

interconnected with U S WEST. 

Upon learning that production of the trunk data would reveal confidential information, 

AEN told U S WEST to postpone producing the information to permit AEN to consider the risk 

of having it produced. On June 2, 1999, ELI, on behalf of the intervenors, asked U S WEST to 

produce the information, but to mask CLEC-specific information. Masking the data, however, 

will not allow AEN to perform a nondiscrimination analysis, which calls into question the basis 

for the request. AEN now claim that they need the information to compare blocking on a "switch 

by switch basis between CLECs and U S WEST." This, however, is not a proper analysis. 

Section 25 l(c)(2)(C) of the Act requires U S WEST to provide CLECs with "interconnection that 

is at least equal in quality to that provided . . . to itself. . . .I' To perform this analysis, the 

Commission must compare U S WEST'S Arizona network with the CLEC's Arizona network. 

Such an analysis does require CLECs to obtain information about the U S WEST trunk groups to 

which they are interconnected, and that their calls pass over. At the same time, this analysis 

cannot be performed without knowing the trunk groups attributed to each CLEC. Moreover, 

redacting this information, as AEN request, would be a tremendous undertaking and a waste of 

time. 

AENs purported basis for masking the information is to protect against other CLECs 

using information improperly. Importantly, at the same time, they ask U S WEST to trust that 

the confidentiality agreements in place will protect its data. However, if a CLEC wanted to 

obtain confidential information, it could determine which trunk groups belong to each CLEC by 

comparing the data AEN seek with the fiber maps being produced to U S WEST in response to 
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Data Request 5 of Attachment A. Thus, the Hearing Division should order AEN to make a 

choice: (1) disaggregated data for all parties with all information disclosed; or (2) no 

disaggregated data at all. Treating all parties the same way, U S WEST and CLECs alike, seems 

the fair and appropriate option. 

C. U S WEST Has Produced All Relevant Documents Regarding 
Affiliate Transactions (AEN Data Requests 12,16,46, and 63). 

U S WEST responded to AEN Data Requests 12, 16,46 and 63 and provided information 

regarding affiliate transactions in its original data request responses served on April 25, 1999. 

All of the information AEN seek is contained in those materials and U S WEST's responses. In 

an attempt to assist AEN, however, U S WEST has provided supplemental information to clarify 

the information it has already provided. Accordingly, there is no basis to compel further 

responses from U S WEST. 

D. U S WEST's Responses to AEN Data Requests 29,36, and 37 Are 
Proper And Complete Given The State Of The Law. 

AEN Data Requests 29,36, and 37 request information regarding the combinations of 

network elements U S WEST will provide and the unbundled network elements U S WEST will 

provide. U S WEST responded to these requests regarding the elements it will provide while the 

FCC adopts new unbundling rules and the means by which CLECs can access unbundled 

elements during this interim period. U S WEST should be required to provide no further 

response. 

In AT&T COT. v. Iowa Utils. Bd., 119 S. Ct. 721 (U.S. 1999), the United States Supreme 

Court vacated in its entirety the FCC rule -- 47 C.F.R. 0 5 1.3 19 -- that defined the network 

elements ILECs must unbundle under 47 U.S.C. $6 251(d)(2) and 251(c)(3). The Court held that 

the FCC failed to consider adequately the standard for determining which elements must be 

unbundled set forth in Section 25 1 (d)(2). The FCC has issued a notice of proposed rulemaking 

in response to the Supreme Court's decision and is in the process of receiving comments from 
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numerous industry participants. It has not, however, issued final orders setting forth the network 

elements ILECs must provide under the Act. As a result, there is currently no valid FCC rule 

setting forth the elements ILECs must provide to competitors under the Act. 

Because there is no rule establishing which network elements ILECs must unbundle in 

the first instance, and the FCC has not yet finished its rulemaking to address the Supreme Court's 

decision, there is currently no means of determining what currently combined elements 

U S WEST must provide pursuant to 47 C.F.R. 3 51.3 15(b), and no rules establishing the terms 

and conditions for accessing both unbundled network elements and combinations of network 

elements. State commissions that have considered this issue have agreed with U S WEST'S 

position. For example, in considering U S WEST'S section 271 application in Nebraska, the 

Nebraska commission agreed that until the FCC issues new unbundling rules, it is not possible to 

predict which network elements must be unbundled and which combinations CLEC are entitled 

to access. See Factual Findings and Partial Verification, In the Matter of U S WEST 

Communications, Inc.. Denver. Colorado, Filing Its Notice of Intention to File Section 271(c') 

Application with the FCC and Reauest for Commission to Verifv U S WEST Comdiance with 

Section 271(c), Application No. C-1830, at 55 (Neb. PSC April 9, 1999). 

In light of this uncertain state of the law, U S WEST has responded to the data requests in 

the most forthright manner currently possible. During the interim period until the FCC issues 

new unbundling rules in response to AT&T Cog. v. Iowa Utils. Bd., U S WEST has notified the 

FCC that U S WEST will honor existing interconnection agreements with respect to the 

availability and pricing of unbundled network elements. Accordingly, during this interim period, 

U S WEST will provide the elements set forth in those agreements. With respect to 

combinations, during this interim period, it is the CLEC's responsibility to combine any 

unbundled elements purchased from U S WEST and to perform all engineering design functions 

to ensure the end-to-end functionality of the combinations the CLEC creates. 

Once the FCC issues valid unbundling rules in response to the Supreme Court's decision, 
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U S WEST will comply with all legal obligations in providing access to UNEs, including 

obligations arising under AT&T Corp. v. Iowa Utils. Bd. Thus, the response U S WEST has 

provided informs AEN how U S WEST "intend[s] to provision combinations of unbundled 

network elements" in light of AT&T Corp. v. Iowa Utils. Bd. as Data Request 29 asks and 

responds to AEN's request "whether there are any unbundled network element combinations that 

U S WEST will provide on an unseparated basis . . . 'I as requested in Data Request 37. 

U S WEST provides a similar response to Data Request 36, which asks U S WEST to 

identify the unbundled network elements it currently offers and to explain any possible alteration 

to that list of elements. AEN argue that U S WEST'S response does not ''provide any detailed 

information responsive to the specific data sought in the request." AEN Motion to Compel at 9. 

In addition to its explanation regarding the effect of AT&T Cog.  v. Iowa Utils. Bd., U S WEST 

also stated that its Arizona Statement of Generally Available Terms and conditions for 

Interconnection ("SGAT") provides CLECs with access to the network elements in now-vacated 

Rule 3 19. In response to Data Request 36(a), U S WEST identified the parties that have 

requested access to unbundled loops and refers AEN to Exhibit WGA-6 for copies of existing 

interconnection agreements. In response to Data Request 36(b), (c), and (e), regarding rates, 

U S WEST referred AEN to its Arizona interconnection agreements and its SGAT. Finally, in 

response to Data Request 36(d), U S WEST identified the unbundled loops it has provisioned as 

of April 10, 1999. Thus, U S WEST has provided information in response to the specific data 

sought in Data Request 36. 

U S WEST should not be compelled to predict what the FCC will require with respect to 

network element unbundling and combinations of elements. The response U S WEST has 

provided to the AEN Data Requests is a complete, straightforward response given the current 

state of the law. 
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E. U S WEST Has Produced And Is In the Process Of Producing All 
Relevant Documents Regarding Local Loops (AEN Data Requests 51 
and 40). 

AEN complain about U S WEST's responses to two data requests seeking information 

about U S WEST's provisioning of unbundled loops. Neither complaint has merit. 

First, AEN state that U S WEST has not responded adequately to AEN Data Request 5 1, 

which seeks information about the types of unbundled loops U S WEST has provisioned in 

Arizona, including, for example, how many of the loops are two-wire analog and four-wire 

analog. U S WEST responded to this request by stating accurately that it does not track the 

detailed information the request seeks. That statement is true; U S WEST does not have a data 

base for recording information about the detailed characteristics of each loop it provisions in 

Anzona. 

Nevertheless, in response to the concerns AEN expressed during the meet and confer 

process, U S WEST's discovery team extracted loop-specific information that responds to AEN 

Data Request 5 1 .  This process was extremely time-consuming, but resulted in the information 

that AEN apparently seek. U S WEST has provided AEN with that information, rendering moot 

AEN's complaint about U S WEST'S response to this data request. 

Second, AEN assert that U S WEST has not adequately responded to AEN Data Request 

40, which asks U S WEST to describe the method by which a CLEC can gain access to an 

unbundled loop from a remote switch without being collocated at the switch. However, as 

shown by the request and response, set forth below, U S WEST has fully responded: 

AEN Reauest No. 40 

Will U S WEST permit a CLEC to have access to an unbundled loop 
provisioned from a remote switch without being collocated at the remote 
switch? If so, please describe the method by which U S WEST will permit 
a CLEC access to such unbundled loops. 

U S WEST ResDonse 
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Yes. U S WEST will permit a CLEC to have access to an unbundled loop 
that is provisioned from a remote switch where a CLEC is not collocated. 
The method that the CLEC would use to access these loops is listed below. 

U S WEST has various unbundled network elements (UNEs), that the 
CLEC can purchase, access, and combine to transport the desired 
telecommunications services. 

A number of these UNEs, including dedicated transport and unbundled 
loops, could be combined to create an extended loop product if desired by 
a CLEC. Unbundled dedicated transport, usually referred to as unbundled 
interoffice dedicated transport or UDIT, consists of facilities between 
U S WEST Central Offices. Unbundled loops consist of facilities between 
U S WEST Serving Wire Centers and network interface devices on end 
user premises. High and low side multiplexing equipment provides the 
required interface between unbundled dedicated transport and unbundled 
loops. 

It is the responsibility of the CLEC to combine any UNEs purchased from 
U S WEST. It also is CLEC's responsibility to perform all engineering 
design functions required to ensure the end-to-end functionality of 
combined elements. 

This response explains the options available to CLECs that desire to access an unbundled 

loop provisioned from a remote switch without being collocated at the remote switch. As such, 

the response provides the information requested in the data request. Accordingly, there is no 

basis for compelling a further response. 

F. U S WEST Will Produce All Relevant Documents Regarding Number 
Portability In Response To AEN Data Requests 59 and 60 When That 
Information Is Available. 

AEN seek information regarding orders for interim number portability since January 

1999. U S WEST responded that it would provide the information with its rebuttal testimony in 

this proceeding or earlier if it is completed in advance. AEN argue, however, that U S WEST 

should provide this material sooner so that AEN have the opportunity to respond. 

The simple answer to AEN's request is that the information it seeks has not yet been 

compiled. U S WEST responded that it would provide the requested information, at the latest, 

along with its rebuttal testimony because U S WEST knew the data would be available at that 
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time. To the extent the number portability data AEN seek is available sooner, however, 

U S WEST will certainly provide it. 

G. U S WEST Is Not Required To Produce Cost Information Already 
Providing in Commission Cost Proceedings (AEN Data Requests 21 
and 26). 

AEN Data Requests 21 and 26 ask U S WEST to produce cost materials on which it 

relied for determining the costs of physical and virtual collocation (AEN Data Request 21) and 

for determining the cost of unbundled network elements (AEN Data Request 26). U S WEST 

has already produced the materials AEN seek in the Commission's cost docket proceeding, 

Docket No. U3021-96-448, and the Commission has rendered its decision. That decision has 

also been reviewed by the Arizona federal district court. 

AEN argue that U S WEST should be required to reproduce all of this material because 

some parties to this proceeding were not parties to the cost docket proceeding. AEN Motion to 

Compel at 12. Regardless, there is no reason to require U S WEST to assume the significant 

burden of reproducing all of its cost data and support in this proceeding. The information AEN 

seek is publicly available in the Commission's files. To the extent any of the requested material 

is not confidential, AEN are free to obtain whatever materials they desire from those files. To 

the extent AEN simply wish to know the basis for the UNE rates, as their motion implies, AEN 

should consult the Commission's cost docket decision, attached hereto as Exhibit 1, as the best 

source for determining the basis for the Commission's pricing decisions. 

H. Outdated Studies Regarding U S WEST COSMIC and MDF Frame 
Reliability Are Irrelevant To This Proceeding. Regardless, 
U S WEST Does Not Have Possession Of Those Outdated Studies 
(AEN Data Request 33). 

AEN Data Request 33 seeks studies comparing the reliability of COSMIC frames with 

main distribution frames ("MDFs"). U S WEST responded that the only studies of which it was 

aware are Bellcore studies that pre-date the divestiture of AT&T and, accordingly, are more than 

15 years old. Because of their age, these reports have marginal relevance, especially because 
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COSMIC and MDF frames continue to be in use. U S WEST hrther responded that because 

both frame types are extremely reliable, it has seen no need to replicate the Bellcore studies. 

Nevertheless, in meet and confer sessions with AEN, U S WEST agreed to provide these 

studies if it could locate them. After investigating the issue, U S WEST has been unable to 

locate copies of the studies. Accordingly, it has no material to produce in response to this 

request. If AEN wish to obtain copies of these studies, they should consult Bellcore, the entity 

that performed them. 

I. U S WEST Should Not Be Compelled To Provide Further Responses 
To AEN Data Requests 15,13,39 and 56. 

AEN argue that U S WEST has not yet supplemented its responses to AEN Data 

Requests 13, 15 and 39. As of this date, U S WEST has responded to or provided supplemental 

clarification to AEN Data Requests 13, 15 and 39, as requested. Accordingly, there is no basis to 

compel responses to these data requests. 

U S WEST, however, objects to AEN Data Request 56 altogether, which asks U S WEST 

to produce all responses and all documents U S WEST produced to any non-U S WEST party in 

Electric Litzhtwave. Inc. v. U S WEST, Docket No. C9701073, Western District of Washington, 

Seattle Division, a civil antitrust suit involving disputes in Oregon, Utah and Washington. 

U S WEST opposed this request because it is unduly burdensome, calls for the production of 

privileged information, and is irrelevant. AEN claim that these objections are "perhnctory" and 

should be denied. 

U S WEST's objections are well founded. In the Washington ELI litigation, which is still 

ongoing, U S WEST has responded to countless interrogatories and requests for production of 

documents. By U S WEST's estimation, providing the information AEN seek would require 

U S WEST to produce approximately 500,000 pages of materials. Responding to this single data 

request would require U S WEST to produce approximately ten times the pages of material it has 

produced in the entirety of this proceeding. Rather than focus its requests to topics that may be 
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relevant to this Arizona proceeding, AEN impose the tremendous burden on U S WEST of 

producing hundreds of thousands of pages of irrelevant material. 

In addition to the tremendous burden this request imposes, the requested material is 

irrelevant to this proceeding. The ELI Washington litigation involves disputes from Oregon, 

Utah and Washington, not Ar i~ona ,~  and U S WEST's discovery responses in that litigation have 

focused on issues in those states. Thus, discovery from that unrelated litigation has no bearing 

on U S WEST's compliance with the competitive checklist in h z o n a .  

AEN assert, without explanation, that this 500,000 pages of material "relates directly to 

U S WEST's policies concerning interconnection," AEN Motion to Compel at 15, but they do not 

state how or why material from a civil antitrust suit in another state involving disputes in other 

states is relevant to this proceeding. As set forth above, the FCC's Section 271 Orders make 

clear that region-wide information, which is essentially what AEN seek, is relevant only where a 

region-wide solution is used. See. ex., Second BellSouth Louisiana Order 7 56 ("In situations 

where BellSouth provides access to a particular checklist item through a region-wide process 

such as its OSS, we will consider both region-wide and state specific evidence in our evaluation 

of that checklist item"). Unlike OSS, "interconnection" is not a region-wide system with region- 

wide applicability. Accordingly, region-wide information is irrelevant to determining whether 

U S WEST satisfies the interconnection checklist item in Arizona. U S WEST has provided and 

will provide information in response to AEN's data requests relating to interconnection activities 

in Arizona. Since interconnection is not a region-wide system, the information AEN seek from 

the Washington ELI litigation is irrelevant to this proceeding. 

AEN also take U S WEST to task for not preparing a privilege log with respect to this 

request. Because U S WEST has interposed general relevancy and burdensomeness objections to 

Indeed, in the Washington litigation, ELI initially raised some vague complaints regarding U S WEST's 
provision of service in Arizona. The Court, however, dismissed those issues over a year ago. 
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this request, and will not produce the requested material unless compelled to do so, U S WEST 

has not prepared a specific privilege log.4 Similarly, because this material is irrelevant to this 

proceeding, U S WEST opposes requiring the Hearing Division to take valuable time and devote 

scarce resources to pouring over countless pages of irrelevant materials in camera. 

111. CONCLUSION 

The Hearing Division should deny AENs motion to compel. U S  WEST has worked 

diligently to respond to over 400 data requests served by numerous parties in this proceeding. 

With respect to AEN, in meet and confer sessions, U S WEST agreed to supplement its responses 

on virtually every issue AEN raised and has provided that supplemental information to AEN. 

There is simply no basis for compelling further responses from U S WEST. 

Respectfully submitted, 

n 

By: e& D. Crain 
w e s  W. Steese 
Thomas M. Dethlefs 
U S WEST Law Department 
1801 California Street 
Suite 5 100 
Denver, CO 80202 
(303) 672-2995 

FENNEMORE CRAIG, P.C. 
Timothy Berg 
3003 North Central Ave., Suite 2600 
Phoenix, AZ 85012 
(602) 916-5421 

Attorneys for U S WEST Communications, Inc. 

I Given the amount of material at issue, preparation of such a log alone could be a monumental task. 
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ORIGINAL and 10 copies of the foregoing filed 
this 1'' day of June, 1999, with: 

Docket Control 
ARIZONA CORPORATION COMMISSION 
1200 W. Washington St. 
Phoenix, AZ 85007 

COPY of the foregoing hand 
delivered this 1" day of June, 1999, to: 

Maureen A. Scott, Legal Division 
ARIZONA CORPORATION COMMISSION 
1200 W. Washington St. 
Phoenix, AZ 85007 

Ray Williamson, Acting Director 
Utilities Division 
ARIZONA CORPORATION COMMISSION 
1200 W. Washington St. 
Phoenix, AZ 85007 

Jerry Rudibaugh, Chief Hearing Officer 
Hearing Division 
ARIZONA CORPORATION COMMISSION 
1200 W. Washington 
Phoenix, AZ 85007 

COPY of the foregoing faxed and mailed 
this 1'' day of June, 1999, to: 

Donald A. Low 
Sprint Communications Company, LP 
8140 Ward Parkway 5E 
Kansas City, MO 641 14 

Steven Dwffy 
Ridge & Isaacson 
3101 North Central Avenue, Suite 1090 
Phoenix, Arizona 85012 

Thomas Campbell 
Lewis 8z Roca 
40 N. Central Ave. 
Phoenix, AZ 85004 

Joan S. Burke 
Osborn Maledon, P.A. 
2929 N. Central Ave., 2lSt Floor 
PO Box 36379 
Phoenix, AZ 85067-6379 
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Thomas F. Dixon 
Karen L. Clausen 
MCI Telecommunications Corp. 
707 17* Street # 3900 
Denver, CO 80202 

Stephen Gibelli 
Residential Utility Consumer Office 
2828 North Central Ave., Suite 1200 
Phoenix, AZ 85004 

Michael M. Grant 
Gallagher & Kennedy 
2600 N. Central Ave. 
Phoenix, AZ 85004-3020 

Michael Patten 
Lex J. Smith 
Brown & Bain 
2901 N. Central Ave. 
Phoenix, AZ 85012 

Daniel Waggoner 
Davis, Wright & Tremaine 
2600 Century Square 
1501 Fourth Avenue 
Seattle, WA 98101-1688 

Richard S. Wolters 
Maria Arias-Chapleau 
AT&T Law Department 
1875 Lawrence Street # 1575 
Denver, CO 80202 

COPY of the foregoing mailed 
this 1'' day of June, 1999, to: 

David Kaufinan 
e.spire Communications, Inc. 
466 W. San Francisco Street 
Santa Fe, NM 87501 

Frank Paganelli 
Colin Alberts 
Blumenfeld & Cohen 
1615 M Street, Suite 700 
Washington, D.C. 20036 
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Alaine Miller 
NEXTLINK Communications, Inc. 
500 108" Ave. NE, Suite 2200 
Bellevue, WA 98004 

Carrington Phillip 
Cox Communications, Inc. 
1400 Lake Heam Dr., N.E. 
Atlanta, GA 303 19 

Diane Bacon, Legislative Director 
Communications Workers of America 
5818 N. 7" St., Suite 206 
Phoenix, Arizona 85014-581 1 

Penny Bewick 
Electric Lightwave, Inc. 
4400 NE-77" Ave. 
Vancouver, WA 98662 

Philip A. Doherty 
545 South Prospect Street, Suite 22 
Burlington, VT 05401 

W. Hagood Bellinger 
53 12 Trowbridge Drive 
Dunwoody, GA 30338 

Joyce Hundley 
U.S. Dept. of Justice 
Antitrust Division 
1401 H Street, NW, # 8000 
Washington, DC 20530 

Andrew 0. Isar 
Telecommunications Resellers Association 
43 12 92nd Ave., NW 
Gig Harbor, WA 98335 

Raymond S. Heyman 
Randall H. Warner 
Two Arizona Center 
400 North 5" Street, Suite 1000 
Phoenix, AZ 85004-3906 

Deborah R. Scott 
Citizens Utilities Company 
2901 North Central Avenue, Suite 1660 
Phoenix, Arizona 85012 
h 
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EXHIBIT 1 

BEFORE THE ARIZONA C O R P O R A T I ~ ~ ? M ~ S I O X  

IM IRVlN 

LEN2 D. JENNINGS 

ZARL J. KUNASEK 

COMMISSIONER * CHAlRMAN 

CQMMlSSlONER 

COMMISSIONER 

N THE MATTER OF THE PETiTION OF 1 
SMERICAN COMMUNICATIONS SERVICES, ) 
NC. AND AMERICAN COMMUNICATIONS ) 
5ERVICES OF PIMA COUNTY, INC. FOR 1 
9RBITMTION WITH U S WEST 1 
ZOMMUNJCATIONS, INC. OF 1 
NTERCONNECTlON RATES, TERMS. AND ) 
ZONDITIONS PURSUANT TO 47 U.S.C. ) 
5 252(b) OF THE TELECOMMUNICATIONS ) 
NCT OF 1996. 1 

\ 

DOCKET NO. U-3021196348 1 

DOCKET NO. U-3245-96-448 - 
DOCKET NO. E-1 05 1-96-448 

IN THE MATTER OF THE PETITION OF 
AT&T COMMI”ATI0NS OF THE 
MObWTAIN STATES. INC. FOR 
ARBITRATION WITH U S WEST 
COMMUNICATIONS. INC. OF 
INTERCONNECTION RATES. TERMS, AND 
CONDITIONS PURSUAh7 TO 37 U.S.C. 
5 252(b) OF THE TELECOMh.lt~’lCATIOh’S 
ACT OF 1996. 

DOCKET NO. U-2428-96-4 17 
DOCKET NO. E-1051-96-41 7 

IN THE MATlER OF THE PETITION OF 
MFS COMMUNICATIONS COMPANY. INC. ) 
FOR ARBlTRATlON WITH U S WEST 1 
COMMl3NICATIONS. INC. OF 1 
INTERCONNECTION €UTES. TERMS. AND ) 
CONDITIONS PURSUANT TO 47 US.C. 1 
8 252(b) OF THE TELECOMMUNICATIONS ) 
ACT OF 1996. 1 

1 

DOCKET NO. U-2752-96-362 
DOCKET NO. E-] 05 1-96-362 

IN THE MATTER OF THE PETITION OF ! 
TCG PHOENIX FOR ARBITRATION WITH ) 

DOCKET NO. U-3016-96402 
DOCKET NO. E-1 05 1-96-402 

. . .  

. . .  
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N THE MATTER OF T EXETJTION OF 1 
MCIMETRO ACCESS T - NSMISS'ION 1 

1 SERVICES. INC. FOR ARBITRATION OF 
THE RATES, TERnflS, ANI) CONDITIONS OF ) 
INTERCONNECTION WITH U S WEST 1 
COMMUNICATIONS. INC. PURSUANT TO ) 
47 U.S.C.5 252(b) OF THE 1 
TELECObfMUNICATIONS A& OF 1996. 1 

1 
IN THE MATTER OF THE PETITION OF 1 
BROOKS FIBER COMMUNICATIONS OF 1 
TUCSON, INC. FOR ARBITRAnON OF THE ) 
RATES, TERMS, AND CONDITIONS OF 1 
INTERCONNECTION WITH U S WEST ) 
COMMUh'lCATlONS. INC. PURSUANT TO ) 
6 252(b) OF THE TELECOMMUNICATIONS ) 
ACT OF 1996. 1 

1 
1 

IN THE MATTER OF THE PETITION OF ) 
SPR1'NT COMMUn'lCATlONS COMPANY. L.P. 
FOR ARBITRATlON WITH U S WEST 1 
COMMU"CATI0NS. 1NC. OF ) 
INTERCONNECTION RATES. T€RMS, AND ) 
CONDITIONS PURSUANT TO 47 U.S.C. 1 
8 252(b) OF THE TELECOMMUNICATlONS 1 
ACT OF 1996. 1 

1 
1 

IN THE MATTER OF THE PETITION OF 1 
GST TUCSON LIGHTWAVE. INC. 1 
FOR ARBITRATION OF THE 1 
RATES. TERMS. AND CONDITIONS OF 
JNERCONNECTION WITH U S WEST 1 
COMMUNICATIONS. lNCI PURSUANT TO 1 
6 252(b) OF THE TELECOMMUNICATIONS ) 
ACTOF 1996. 1 

1 
1 

M THE MATTER OF THE PETITION OF 1 
COX ARIZONA TELECOM, MC. FOR 1 
ARBITRATION WITH U S WEST 1 
COMMUNICATIONS, INC. OF ) 
INTERCONNECTION RATES, TERMS, AND ) 
CONDITIONS PURSUANT TO 47 U.S.C. 1 
G 252(b) OF THE TELECOMMUNlCATiONS ) 
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DOCKET NO. '(1-2432-96-505 
DOCKET NO. E- 105 1-96-50s 
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ATE OF PRE-ARBITRATION 
ONFERENCE: November 1 4,1996 

1ATES OF ARBITRATION: November 18,19.20,21,22,25.26 and 27,1996 

LACE OFIARBITRATION: Phoenix, Arizona 

RESlDIN G ARBITRATORS: Jerry Rudibaugh, Lyn Farmer, and Barbara M. Behun 

LPPEARANCES: 

T - -  

FENNEMORE CRAIG, by Mr. Timothy Berg on behalf 
of U S WEST Communications, Inc.; and Norton Cutler 
and Kathryn E. Ford on behalf of U S WEST, Inc. and 
PERKINS COIE, by M r .  Robert L. Deitz on behalf of I?: 
S WEST Communications. Inc.; 

BROWN & BAIN? P.A., by Mr, Lex Smith on behalf of 
TCG Phoenix; 

BROWN & BAIN, P.A.. by Mr. Michael Panen and 
KELLEY DRYE & WARREN, LLP, by Mr. Chip 
Yorkgitis on behalf of American Communications 
Services. Inc. and American Communications Senices 
of Pima County. Inc.; 

OSBORN MALEDON, P.A. by Ms. Joan S. Burke and 
DAVIS WRIGHT TREMAINE b~ Mr. Daniel 
Waggoner, Ms. M a y  E. Steele, and Mr. Richard S. 
Wolten on behalf of AT&T Communications of the 
Mountain States. Inc.: 

- 
*. 

SWlDLER 8r BERLIN. by Mr. Douglas G. 3onner on 
behalf of MFS Communications Company. Inc. and 
GST Tucson Lightwave. Inc.: 

LEWIS & R N A ,  LLP. by Mr. Thomas H. Campbell on 
behalf of MClmetro Access Transmissions Services. 
Inc.; 

MCI TELECOMMUNlCATIONS CORPOR4TlOX. hy 
Mr, Thomas F. Dson, Jr., S,enior Attorney. on behalf of 
MCImetro Access Tranrmission Services. Inc.: 

=_ 

WELL & WILMER LLP, by Mr. Thomas L. Muniaw 
on behalf of Brooks Film Communications of Tucson. . .  

. Inc.; 

... . .. . -. .- -..-_ _- - _. . . . .  
. -. 

. Consumer Ofice; and 
.... .... - -_-. --_-._ . .  -.- . . . .  - _c ........ - 

_...___I_ . . - * - .  -.--___ ..__ .. . .  . . . . . . .  ... .. .. . - .- -. - -. -I_ 

- - - .- 1 ... - _.__._i4 _ _  __ - ... . _.  ---- . .... .... . . . . . .  . . .  . . . . .  
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Mr. Christopher C: Kemplef. Assistant Chief Counsel. 
on behalf of the Utilities Division of the Arizona 
Corporation Commission. 
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DOCKEl NO. U-3021-96-448 ET AL 

31' THE COMMISSION: 

In separate dockets. each of the above parties filed \+ith the Aizona Corporation Commission 

,"Commission") a petition for arbitration of interconnection rates, terms and conditions uiith U S W'EST 

Zommunications, - _  lnc. ("U S WEST'), pursuant to 47 U.S.C. 8 252(b) of the Telecommunications Act 

Df 1996 ("Act"). Decisions regarding issues raised in each party's arbitration have been or \+ill be 

handled separately, with the exception that many of the pricing issues were either resolved on an interim 

basis. to be trued up afier this Decision. or were deferred to this Decision. 

1. INT RODUCTIO N 

A. Legal - and Procedural Histon. 

The Act. effective February 8. 1996, sets forth the duties of telecommunications carriers and 

establishes particular obligations of local exchange camers ("LECs-) regarding interconnection. the 

provision of telecommunications senices on an unbundled basis. and the offering of telecornmunicarions 

m-ices for resale at wholesale rates. The Act also instructed the Federal Communications Commission 

r F C C )  to issue regulations interpreting the Act by August 8.1996. On J u l ~  2,1996. the FCC issued 

Telephone ,licnrher Portahiljfy. CC Docket No. 95-1 16, Fim Repon and Order and Further Notice of 

Proposed Rulemaking, FCC 96-268 ("TNP Order"). which established rules to prox-ide for a customer 

who changes LECs to keep the same telephone number.' On Au.\gust 8. 1996. the FCC released 

implemenration of the Locul Con petition Provisions ofrhe Telecomnrtcnicati~~~~~ Act of I 996, CC Docket 

No. T 96-98. - -  First Report and Order. FCC 96-325 CFCC Order-) and ImpImentation of rlrc Locd 

Competition Provisions of the Telecornmunicarions Act of1996. CC Docket No. 96-98. Second Repor! 

and Order and Memorandum Opinion and Order, FCC 96-333, which established initial rules ("FCC 

Rules") to accomplish the goals of the Act. 

Concurrently, the Commission approved A.A.C. R14-2-1301 through R14-2-131 I 

("Interconnection -. Rules"), in - .  Decision No. 59761 (July 22, 1996). which govern interconnection o 

networks of inc&&&t LECS("iLECs") - -  ikl competing ZECs ("CLECs"). AAS. R14-2-1501 througl - ._ 

R14-2-1507 ("Arbitration and Mediation Rules-), approved in Decision No. 59762 (July 22. 1996) 

_.  

_ _  ----___ . -- - - - - ----_ ___ - - ---e- 2- ___  _ _  

In the individual arbitition Decisions. the Commission has decided interim number 
portability issues in accordance with the FCC's methodology. and incorporates that resolution herein. 

3- 1 DECISION NO. @ 
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iuthorized the Hearing Division to establish procedures and conduct arbitrations to resolve disputes 

rgarding interconnection. the provision of telecommunications services, and resale services. 

The Act provides for a CLEC to attempt to negotiate interconnection terms directly \vith the 

ILEC, and if unsuccessful. either party may request the State commission to arbitrate the unresolved 
. _  - _  

issues. The Act requires the State commission to resolve the remaining issues within 180 days of a 

telecommunications carrier-s initial interconnection request. Pursuant to the Act, 5 252, just and 

reasonable rates for interconnection and network elements are to be based on the cost of providing tbe 

interconnection or network element. The rates must be nondiscriminatory and may include a reasonable 

profit. The wholesale rates for resale services are to be the ILEC's retail rates excluding costs of 

marketing, billing, collection and other costs avoided when selling resale rather than retail. 

As stated in the Act. 0 252(d)(1): 

INTERCONNECTION AND NETWORK ELEMENT CHARGES. - 
Determinations by a State commission of the just and reasonable rate for the 
interconnection of facilities and equipment for purposes of subsection (cX2) of section 
25 1. and the just and reasonable rate for network elements for purposes of subsection 
(c)(3) of such section - 

(A) shall be- 
(i) based on the cost (determined without reference to a rate-of-return 

or other rate-based proceeding) of providing the interconnection or netu-ork element 
(whichever is applicable), and 

(ii) nondiscriminatoq'. and 
may include a reasonable profit. (B) 

The Act requires the followhg regarding the d e  of services available for resale. at 5 232 (d)(3), 

WHOLESALE PRICES FORTELECOMMUNICATIONS SERVICES. - For the 
purposes of section 25 1 (c)(4). a State commission shail determine wholesale rates on the 
basis of retail rates charged to subscribers for the telecommunications senlice requested. 
excluding the portion thenmf attributable to any marketing, billing. collection. and other 
costs that wili be avoided by the local exchange Canier. 

The FCC'S R U I B  require the use of totaI element long run incremental cost ("TELRIC- 

methodology IO compute rat&. TELRIC mcthddoiosy includes the forward-looking - .  costs . . . .  that can b 

.attributed . . .  directly to the proViSion ofsgvices using that element, and includes a n&sonable share of iil 

XEC'flohard-iooking joi 

t -  

I .  .... . .  -_ . . . _ .  - ;  . - .  

.- - . .- -, .. ._._. . 

.. . . . . . .  . . . .  
.I-.. . . . . . .  . . . ? .._._ ..= .... =. :---- -\-.; ........ ~ ~ , ,  . . .  -.-a -.:,-: ....._. _ . _ _ _ _ _ .  

---a-*"<*sL% *. 4.,-.i---il...*--- . . . . .  

coinmon costs.. TheFCC 0 r d e l : e ~ ~ ~ l i s ~ ~ ~ e ~ a u I t  .,-. .. .-.- .. . . . .  ..-._.___ 

,- .- - .+% -2 - ---r?.sx . . . . . .  

- ... 

determine costs. TSLRIC is the total additional cost incurred by a telecommunications company t 
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roduce the entire quantity of a sewice, given that the company already provides all of its other semices. 

’SLRIC is based on the least cost, most efficient technology that is capable of being implemented at the 

ime the decision to provide the service i s  made. 

American Communications Services, Inc. and American Communications Services of Pima 

Zounty, Inc. (collectively ‘‘ACSI.’), AT&T Communications of the Mountain States, Inc. (“ATkT). 

vIFS Communications Company, Inc. (“MFS). TCG Phoenix (“TCG), MCImetro Access Transmission 

jervices, Inc. (“MCI“), Brooks Fiber Communications of Tucson, h c .  (“Brooks“), Sprint 

Iommunications Company. L.P. (“Sprint”], and GST Tucson Lightwave, Inc. (“GST’) have each 

.equested arbitration of unresolved issues arising from its attempt to enier into a h?erconnection 

greement with U S WEST. Cox Arizona Telcom. Inc. CCox--) agreed that it would be bound by the 

leteminations made in this consolidated docket. Given the short time frame in \vhich the Conlmission 

lad to resolve the disputed interconnection issues. on September 10,1996. a Procedural Order was issued 

d i ch  consolidated portions of the arbitration proceedings filed by that date to consider the cost studies 

submitted by U S WEST in each of the existing dockets. 

The Procedural Order indicated that interim fates would bc set in each docket where relevant in 

accordance with the FCC Order- at the proxy ceilings or mid-points of prosy ranges. unless a party 

showed that an alternative interim price consistent with the proxies would be appropriate. The interim 

rates were to be subject to me-up upon establishment of prices based upon Commission-approved cost 

studies; .As subsequent petitions for arbitration were filed, the cost portion of those proceedings were also 

consolidated into the cost study proceeding. 

On September 27, 1996, the United States Court of Appeals for the Eighth Circuit (Tourc-) 

issued an Order Setting Hearing and Imposing Temporary Stay regarding the pricing provisions of the 

FCC Order and Rules. On October 15,1996, the Court stayed the operation and effect of the FCC’s 

“pricing provisions and the ‘pick and choose’ rule” pending the Court‘s final determination of the issues 

regarding the appealdprovisions of the FCC ... Order and Rules. As a result of the stay. the Commission 

approved interim prices that were reasonable based upon the information pZGZd S%-?’-’ifidiv’idua! 
- . i  

. . .  . . . .  .... 
.---- - .-. - -  .---.._-__ ..___ ,___ _ _ _ _ _  _ _  . .  - ..-._ .-.-. .. .._ &_. - -.- -- ----- * _ _ . - .  .-.- 

i arbitrations. In some cases. the prices were the average of the FCC‘s prosy prices and U S WEST‘s 
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-l On rehearing. the Court also vacated 47 C.F.R. $ 5  1.3 15(b). 

The U S WEST depreciation study had pre\*iously been provided to Staff in October 1995. ; 

d DECISION NO. ,;Ss- 

roposed prices. 

On July 18. 1997. the Court issued its'Decision regarding the FCC Order and Rules. The Court 

;tated: 

1; iota], we vacate the following provisions: 47 C.F.R. $$ 51.303, 51.305(a)(4). 
51 -3 1 l(c). 51.31 5(c)-(f), 51.317 (vacated only to the extent this rule establishes a 
presumption that a network element must be unbundled if it is technically feasible to do 
so), 5 1.405,5 I S O  1-5 1.5 1 5 (inclusive, except for 5 1.5 1 S(b)), 5 1 -60 1 -5 I -61 1 (inclusive). 
51.701-51-717 (inclusive,except for51.701,51.703,51.709(b). 51.71 I(a)(l), 51.715(d). 
and 5 1 -7 17. but only as they apply to CMRS providers), 5 1 -809; First Report and Order. 
1% 101 -1 03, 121 -128, 180. We also vacate the proxy range for line ports used in the 
delivery of basic residential and business exchange sentices established in the FCC's 
Order on Reconsideration, dated September 25,1996. 

h - a  C'riliiics Board I-, Federal Cummimications Conimissiori, 1997 WL 403401. *32. fn 39 (8th Cir. 

1997).' 

This matter came before duly authorized Arbitrators of the Commission at the Commission's 

offices in Phoenix. Arizona on Nosember 18. 1996. U S N'EST. ACSI. AT&?. MFS, TCG, MC1. 

Brooks, Sprint GST. the Residential Utility Consumer Ofice ("RUCO"). and the Commission's Utilities 

Division S!aff("Staff-) appeared through counsel. AI1 of the above parties. \+ith the exception of Sprint. 

RUCO and Staff. sponsored pre-filed testimony as \sell as witnesses at the arbitration. The parties filed 

post-arbitration briefs on J a n u q  3. 1997 and Januaq 24. 1997. In addition, the parties filed final 

proposals of cost outcomes on Februaq- 7.1997 and February 13.1997. 

On August 30. 1996, U S WEST filed cost studies, which included TSLRIC and TELRIC cost 

studies. U S WEST further supplemented its cost studis on September SO. 1996. and filed nine new or 
't -. 

revised cost studies on November 8,1996. U S WEST'S 1995 depreciation study was filed on Novemher 

18, 1996 as an exhibit to the supplemental rebuttal testimony of a U S WEST witness3, Afier the 

arbitration, on December 23,1996, U S WEST submitted revised cost studies. in which four studies were 

updated, four used a revised customer transfer charge, and one totally new study was submitted. 

B. Prima? Fo cus of Proceed inE - 
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inbundled loop and network elements. and (2) to establish a permanent discount rate for the resale of any 

elecommunications service. The FCC's proxy rates for Arizona are $12.85 for an unbundled loop and 

i resale discount range of 17-25 percent. In the individual arbitrations for the sarious CLECs. the 

Commission established an interim loop price of $21 -76 and an interim resale discount rate of 17 percent - _  
both of which were subject to a true-up. 

Pursuant to the Act, Commission Rules, and other applicable law, the unbundled loop prices and 

?he resale discount are derived fiom two distinct networks. The unbundled loop prices are based upon 

3 forward-looking. least cost. efliicient network, in order to stimulate economic efficiency. There was 

a Nide disparity in the recommended loop costs, ranging from $1 1.46 (ACSI) to $30.20 (U S WEST). 

The resale discount is based upon the LEC's currently approved charges for senices. less "avoided 

costs-. The eficiency of the existing network is not part of the determination of the resale discount. The 

proposed -*avoided cost** discount ranged from as low as 1.01 percent for certain sewices (U S iSEST) 

to a high of 36.14 percent (AT&T). 

Pursuant to the Act. Title 14 of the Arizona Administrative Code, and all other applicable law. 

the Commission hereby resolses the issues presented in the consolidated cost proceeding. 

Ih TERCONWECTION A ND NEm VORK EtEh 9EKT CHARGES 11. 

A. cost  me tho do lo^. for Network Elements and interconnection 

1, Cos? St uds Models 

Issue: Whether to adopt a cost study model, and if so. which one. 
% -. 

U S WEST proposal 

U S WEST designed a cost model which it used to run a number of cost studies. U S \YES7 

stated that its model was the appropriate one to use in determining costs, as it was based upon the 

presently existing system, which it claimed was the-most accurate method of determining replacement 

costs ofhe network. U S WEST inputted factors to'trend for anticipated labor costs. inflation. revised 

* . .  

5 
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iT&T and MCI proposal 

AT&T and MCI sponsored an alternative cost study model, the Hatfield Model. Version 2.2. 

telease 2 CHatfield Model"), which they used as a basis for submitting a cost proposal. AT&T and MCI 

lad initiatkd the development of the model to provide input to the FCC in developing proxy rates. and 

'br use in proceedings such as the one herein. 

AT&T and MCI contended that the Hatfield Model properly models an interconnection nework 

md calculates the TELRIC according to the dictates of the Act, and in compliance with the FCC Order. 

AT&T and MCI claimed that the Commission should look to the FCC Order to provide guidance in 

setting prices, and that the FCC's TELRIC methodology is an extension of the TSLRIC methodology 

ordered by the Commission in its Interconnection Rules. According to AT&T and MCI. the Hatfield 

Model design is in compliance with the Act. The Hatfield Model considers the demographics and 

geology of each state in forecasting clement costs, and \vas used b? the FCC in the determination of 

prosy prices. 

Other parties' proposals 

A number of petitioners did not submit their oun cost proposals. Parties recommended 

acceptance of the Hatfield Model as the more accurate of the nvo models proposed. or proposed revising 

U S WEST's model so that the inputs closely matched the Hatfield Model inputs. Certain parties 

suggested that U S WEST's model be rejected and the Hatfield Model be adopted on an interim basis. 

until%-S WEST submitted cost studies which were in compliance with Commission requirements. 

Commission resolution 

Testimony indicated fundamentaI diffizrenas in the way the models were crafied. but the inputs - 
the factors to be considered by the models in running the study - ultimately determine the costs upor 

which rates will be based. -Adjusting inputs in one model produced charges similar to the outputs from 

We,~g-n& adoptinpither the Hatfield Model or U S WEST's cost stud! models as presented 

by the parties in its entirety. Both used certain assumptions d k h  are not acceprable. The Hatfield 
-- . - ... . . - . . - .- _. . . _. __._ -. .. .-.-- .--._.__- -. _._ ..__..  ~ .... -' - ... -. .....- %-. . -.. . . __ ._  . . - . , . . . _ _  -. . * .. . i ' .___ '.- . ./. . ., , . . . - _.... ... . . 7 . .  

.-- -- .._ - ... . - .  . - ._.._ . .- . .-- .. ... - .. . ~ - - .- . ~ - *- . .  . _  . -  
. - .- - .  

Model uses certa'in inputs which may not reflect forward-looking. least cost. efficient network technology 
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,nd the current financial environment. The U S WEST models are based upon embedded costs and 

echnology, and do not consider particular de'mographics and geology of the State of Arizona. Although 

he U S WEST models were supposed to represent forwad-looking modeIs, the results were similar to 

ts embedded cost studies. This result was in spite of U S WEST'S own acknowledgment that its existing 

system embodied different technologies installed over many years and did not represent the most efficient 
- _  

:urrent technology. Furthermore, U S WEST claimed NRCs far in excess of tariffed charges. Despite 

mperfections in the Hatfield Model, it will be the starting point of our analysis from which to determine 

he cost of unbundled elements. 

B. Annual Cost and Oserhead Assumntions 

1. Canital Structure and Cost of Canital 

Issue: %'hat capital structure and cost of capital should be used in calculating costs. 

U S \\'EST proposal 

U S WEST requested that the capital structure and cost of capital factored into approved elemenl 

costs be revised from the capital structure authorized in Decision h'o. 58927 (Docket No. E-1 051 -93-1 83. 

January 3. 1995) as a result of its'last ratemaking application. as follows: 

Decision No. 
58927 38.30 

U S WEST 
Proposed 28.00 

All other parties' proposal 
* -. 

7.09% 61.70 

7.50% 72.00 

1 1 .do% 

12.85% 

All of the other parties to this proceeding have requested that the last approved capital structure 

and cost of capital be used in this matter. 

Commission's resolution 

in United States history. Likewise. we do not belie\>e that the Hatfield Model defaults should be used. 

7 DEflSlON NO. b 6 L 3 5  
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'ecause they are not reflective of U S WEST's actual capital structure. We believe that the actual capital 

tructure should be used and find that the December 3 1 1993 actual capital structure as used in Dccision 

40.58927 is appropriate because it reflects both the actual capital structure and increased competition, 

Iecisiongo. 58927 recognized that the equity percentage was on 'the high end of reasonable". but that 

vith "increasing competition . . [a] conservative capital structure" was appropriate for the company. 

Iccordingly, we will use a capital structure consisting of 38.3 percent debt and 61.7 percent equity. 

U S WEST presented testimony that its cost of new debt is 7.5 percent (including issuance costs) 

md that its cost of equity is 12.85 percent. We believe that U S WEST's actual cost of debt is the 

ippropriate debt cost to be used. because it is most refrective of what terms U S WEST can obtain and 

herefore what its costs are. The Commission has repeatedly expressed its preference for use of objective 

narket-based measures and w e  note that the previous detemlination of cost of equity lsas based upon the 

discounted cash flow analyses provided by Staff, RUCO. and U S WEST. At that time. w-e fiund that 

a reasonable range for the cost of equity was between 10.95 percent and 1 1.87 percent, and adopted the 

midpoint. or 1 1.4 percent as the appropriate cost of equity. We agree with U S WEST that competition. 

legislation. regulation, and market conditions 'have increased the risks faced by U S WEST's investors. 

nowever. we do not believe that U S WEST presented suficient evidence to support its --estimated cost 

of equity" of 12.85 percent. We find that the appropriate cost of equity for this proceeding is 12.4 

percent. 
t -  

Accordingly. we will use a cost of debt of 7.09 percent and a cost of equity of 12.4 percent, fox 

a total weighted cost of capital of 10.37 percent. The following is the approved capital structure and cos1 

of capital: 
cost of 

Capital Percentage 'of Composite 
m n e n t g  Total Lh4 w 

............... . ..... ......... 
.. .... ........ - . . . . . . .  . . .  . . . .  ... . . . . . . .  . . . . . . . .  ,.-. - . . .  - _. -_ -.-. -.. ----------- I-- .I- -__- -. ~ - .  

. . .  
. .  -_ .-_ . i . *" . -... ..l 
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Depreciation 

ssue: Whether to use the Commission approved depreciation rate from U S WEST's last rate case or 
j revised depreciation rate. 

J S WEST proposal 

0 % WEST proposed that the Commission accept revised, shortened depreciation lives for a 

lumber of elements. U S WEST claimed that shorter depreciation lives were necessq because the 

iepreciation lives used in the rate case. filed in 1993 were out of date. U S WEST submitted a 

leprecjation study in 1995 which the Commission has never reviewed. U S WEST also claimed that 

;honer lives were necessary in the new era of competition, when equipment would need to be replaced 

Earlier than in a monopoly en\*ironrnent in order to compete with companies using the latest technology. 

U S WEST indicated that AT&T's depreciation lives approved by the FCC were significantly shoner 

than the li\*es approved for U S WEST by the Commission. 

U S WEST submitted a depreciation study performed by Technology Futures. Inc. ("TFl")- a 

company funded primaril~ by the regional Bell operating companies (TU~OCS-) to perform depreciation 

studies to support requests to mise depreciation lives. U S WEST requested approval of the shortened 

lises recommended by TFI. except for buried. and aerial and underground copper cable. which U S 

WEST requested be shortened from TFl's recommendation of 20 to I5 years, and 14 to I 1.3 years. 

respectively . 
U S WEST's foeus. and most of the testimony, concerned underground copper cable. as it 

't- f- 

compnses the majority of the local loop and therefore its approved life has a significant effect on the cost 

of the local loop. U S WEST stated that copper was outdated technology. and fiber would be replacing 

it in the loop. According to U S WEST, any new technology using copper was interim technology until 

fiber was available on the local loop. 

All other parties's proposal , . ...... ~. 

.. .-_ -_._ . 
. ---.., . .... &.&e. . &er.parties-requeed .. . ...... 

that the Commission.adopt the. depreciation lives used in 
.-...--_._ .-a--.- -. ..--- .-z-. -: . ~ ~ ~ ~ ~ - ~ ~ ~ : ~ , - ~ ~ . ~ = ~ ~ ~ - ~ - - ~ - - ~ - . - - -  -._. 1 . ..... . . . . . . . . . . . .  

Decision No. 58927,' including 24 'year ikes ' for buried 'and ufiderground .coppet table:', -n.e$ar$&- 
. . . . .  -: .._: 

' -  . - ." . . 5 ..-._, _ _ _  _..__ . ................ 

t 

commissions were generally longer than actual economic lises. The GST witness worked for 30 years - 
for Southwestern Bell and was responsible for developing cost study methodologies to present lo I 
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ontended that new technology such as Asymmetrical Digital Subscriber Line ("ADSL") sewice. which 

vas being implemented on copper cable, prekented the copper cable from being outdated. The parties 

:laimed that while U S WEST planned to replace copper cable with fiber, U S WEST's plan to replace 

nterofice copper first, then distribution and then feeder cable. would take over 20 years to complete. SO 

t was premature to shorten copper's life now. The parties also indicated that U S WEST'S Director of 

- _  

Zonstmction in Arizona testified that copper presently has a field life of approximately 20 years. Certain 

if the parties suggested that if the Commission desired to shorten the life of underground copper cable. 

20 years would be an appropriate alternative. In addition, some of the parties including Staff argued that 

U S WEST was precluded fiom changing its depreciation rates outside of a rate case pursuant to A.A.C. 

R14-2-102 (--Rule 102"). 

Com mission's resolution 

We concur that Rule 152 generally requires a public service corporation to seek a chan, oe in its 

lepreciation rates as part of a rate application. Rule 102 further provides that a waiver of the 

Wequirements can be made if the Commission determines that there is good cause. It is not altogether 

clear that Rule 102 would apply in this case since we are not adopting depreciation rates affecting t.1 S 

WEST end-user customers. In this case. the Commission is determining the appropriate depreciation 

lives to be used in determining the costs of a fonward-looking. least cost. efficient network consistent with 

the Act. Commission Rules. and all other applicable law. W e  find that in this proceeding there is 

economic "good cause- to use depreciation rates that conform with a forward-lookin,. * least cost. efficienl 
T -. 

network in an environment which is going to become more competitive. 

Based on the evidence of this case, we find that the appropriate depreciation rates to utilize f o ~  

setting CLEC rates would be those as set forth in the TFI depreciation study. including 15 years f01 

underground copper cable. While those rates are generally based upon shorter lives than those appro\*ec 

in U. s ~~s~~ last rate case, they are moFe consistent with depreciation lives utilized in .. . the intcrLATP 

xe.--~d %?*'e genei;iil.pro&sition that increased compeiition 611 result .. ..-..-.-. in innovations . . _ _  , . ._. o c k n g  a 

. .  

- 

. . .  
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3. Denreciation Resene Deficiency 
8 

ssue: Whether U S WEST has a depreciation reserve deficiency, and if so, should it be recovered as part 
)f this proceeding. 

3 S WEST proposal 

Us'wEST claimed that the historic asset lives set by the Commission in its rate proceeding were 

;et artificially long in order to keep rates low. U S WEST claimed that TELRIC pricing wouId not allo\v 

It to recover its embedded costs, including this alleged capital reserve deficiency. U S WEST proposed 

to recalculate the depreciation of its elements based upon the new rates, and determine how much 

gepreciation will not be recovered because of the alleged historical artificiatly low rates. It proposed to 

recover this depreciation reserve as a five year surcharge on unbundled local and tandem switching costs. 

If the Commission does not authorize such a surcharge in this proceeding. U S WEST proposed that the 

surcharge begin afier its next rate case. so that it could charge the surcharge to its retail operations, to be 

passed on to its retail customers. 

All other parties' proposal 

All other parties requested that the Commission reject U S WESTS attempt to have a depreciation 

reserve deficiency recognized. and deny U S WE3l-s quested surcharge. The parties stated that U S 
U'EST has not established that its asset lives as a monopol\- are artificially lons. or that asset lives shouli 

be shortened with the advent of competition. The parties believe that there is no basis for recalculating 

depreciation lives as of the lm rate case. even if the lives are shortened in this proceeding, and that an? 

revi&&depreciation lifehate should be on a going-forward basis. 

The Act, tj 25 1 .d.A, specifically states that interconnection and element charges: 

(A) shall be- 
"(i) based on the cost (detanhed without reference to a rate-of-return or 

other rate-based proceeding) of providing the interconnection or network element 
(whichever is applicable)), and 

"(ii) nondiscriminatory.... 
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ACSl recommended using a market surrogate to estimate the mark-up in a competitive 

environ&nt. ACSI proposed use of Bel~South Te1ecommUnications, Inc.'s mark-up for its competitive 

operations of 15 percent. _ _  
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nan the interconnection or element cost. and would be more than U S WEST would charge for 

omparable service. 

:ommission resolution 

A depreciation reserve deficiency surcharge would be in contravention of the Act, which is 

Iesigned to encourage competition. U S WEST has not established that it in fact has a capital reserve 

feficiency, nor that it is appropriate to impute any revised rates to the time of the last rate case. No 

lepreciation reserve deficiency will be recognized, nor any surcharge authorized at this time. 

4. Corpo rate Overhead 

Issue: What is the appropriate overhead expense factor to use in forward-looking. least cost. efficient 
iet\vork cost estimates. 

U S WEST proposal 

U S WEST requested an overhead factor of 22 percent as a markup over TELRIC. plus an 

idditiona1S percent common cost factor. tl S WEST stated &at the factor was based upon the ratio of 

ictual U S WEST overhead compared to direct expenses. using 1995 book costs. In its Reply Brief. U 

5 WEST claimed that only the 5 percent factor was overhead. while the 23 percent is attributed costs. 

ACSI proposal 

ACSl estimated that U S WEST requested a 32.3 percent markup over its TELRIC to caver 

overhead expenses. ACSl claimed that U S WESTS request relied upon embedded costs: was no1 

forv,axl-bking: did not account for producthi.ity gains likely to occur in a competitive environment: a n d  

U S WEST'S analysis was not based upon cost causation principles. 

All other parties' proposal I .  . . .  
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AT&T estimated that U S WEST requested a 27 percent markup over direct expenses. Much of 

he discrepancy between the estimates of ACSI and AT&T appear to be caused by U S WEST'S revisions 

o its claimed TELRIC price after the filing of ACSI's prefiled testimony. 

Commission's resolu~ion - -  
A.A.C. R14-2-13 I O  authorizes fornard-looking, least cost, eficiently incurred prices to include 

an assignment of verifiable indirect costs or a ten percent addition for indirect costs. at the election of the 

ILEC. As it would be difficult to determine the economically-optional allocation of joint and common 

:osts and the likely asymmetry of access to the information, the incumbent LEC has the burden to prove 

he nature and magnitude of common costs. The FCC anticipated that common costs related to elements 

would be less than common costs associated with the TSLRIC. FCC Order $6 691-698. 
U S "EST's overhead calculations are based upon embedded costs and include costs which are 

unconnected to an element's production, and therefore will be rejected. AT&T has not offered sufficient 

support for the ten percent oxrhead calculation. Although our Rules provide for a factor of ten percent 

when the ILEC has not substantiated its figures. based upon the evidence presented in this matter. it 

appears that ten percent is insufficient to cover overhead expenses. 

The Matfield regression study factor of 13 percent and the ACSI factor of IS percent are 

appropriate reflections of overhead expenses. Therefore. we will adopt an overhead cost factor. including 

attributed., joint and common costs, of 15 percent. 

Issue: What is the appropriate tax rate to include as a factor in setting forward-looking. least cost. 
efficient network prices. 

U S WEST proposal 

U S WEST claimed that AT&T reduced the Hatfield Model default value fiom 40 to 34 percent 

reducing the tax obligation for U $ WEST. U S WEST proposed that a tax rate of 40.46 percent be used 

.. '?-I&T prop0sed.a 34 percenpx rate .for state. zd . . ._  federal tases._.The . Hatfieid .... Model .. include - _  -. 

other tax factors for local taxes and franchise fees. ATgLT stated that the 34 percent tax rate reflects Zi 

13 

..- . -.a & 

'. . .  
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0 percent overall effective tax rate. 

:ommission resolution 

We will approve a 39.7 percent effective tax rate for state and federal taxes. - _  
6. Fo m a  rd-Loo k in? Ne Work Modifications 

ssue: What are the network equipment maintenance costs in a foward-looking, least cost. efficient 
letwork, 

il S WEST proposaI 

U S WEST proposed adoption of its claimed I995 maintenance expense, trended for inflation and 

xoductivity. U S WEST disputed the Hatfield Model's thirty percent reduction of U S UI'EST's 

naintenance cost estimate. U S WEST claimed that although TELRlC would insoIve new equipment. 

maintenance over the life of the equipment should be calculated. and therefore a maintenance cost 

reduction was inappropriate. 

All other parties' proposal 

The parties addressed this issue generally, advocaling the Hatfield Model's costs as k i n e  - the 

more reasonable of the two models. ACSI disputed U S WESTS trending for inflation and productivity, 

presenting testimony which indicated that any inflation or labor cost increases would be more than offset 

by productivity improvements in the telephone indunq. 

AT&T indicated that the factor input of a thirty percent reduction in maintenance expenditures 

was related to reduced maintenance costs of the latest generation equipment. not the newxss of the 

equipment. 

Commission resolution 

... 
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1. Network Desiun and Structure Modifications 

1. Pistribu tion Desian 

ssue: What is the appropriate network design and amount of facilities required to provide service to 
xstomers within a service area. 

U S WEST proposal 

U S M'EST proposed that the RLCAP's distribution design be followed, or that the Hatfield 

Model's distribution line factor be doubled. U S WEST claimed that the Hatfield Model understates the 

loop plant mileage, as the Hatfield Model produces a cable sheath mileage factor which is 36 percent of 

the embedded system and 46 percent of RLCAP's estimated mileage. 

AT&T proposal 

AT&T proposed adoption of the Hatfield Model cable sheath mileage factor. Testimony revealed 

that U S WEST's embedded plant was reinforced over time. As sheath mileage was measured. L: S 

WXST's placing more lines to the Same area would increase the amount of sheath mileage. In a TELRIC 

estimate. the appropriate number of cables would be supplied to an area. remo\.ing the need to place more 

cable. and therefore would reduce sheath mileage. 

Commission's resolution 

We agree that an esisting system built and reinforced over time would use multiples of the sheath 

mileage necessq in a fom-ard-lookjng. least cost. efficient network. Therefore. the Commission adopts 

26,092 miles for the cable sheath mileage factor, rather than that utilized in the Hatfield Model. The 

Commission will limit the effect on the loop price. as compared to the price resulting from utilizing the 

factor contained in the Hatfield Model. to the actual effect up to a maximum of $4.00, whichever is 

lower. 

2. F F  - c t  

Issue: what feeder and dimiiution fill factors should be used in modelkg a fonkrd-looking. least cost. 
efficient network? - - _ _  _ -  

- - _  

ava?lable. This factor will affect the cost of the loop, as it determines the amount of plant that must be 
installed in order to serve customers. Generally, higher f i l l  factors reflect more efficient networks. I 

I/ 15 
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J S WEST'S proposal 

U S WEST propose( to use its 
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istorica- actual average f i l l  for distribution and feeder plant. 

vhich would be the ratio of plant currently in use in its system. U S WEST claims that approximately 

I5 percent of its plant is currently in use, and proposed to calculate feeder fill based upon an allowance 

>f three telephone lines per living unit, which it stated that it put into effect in the field in the early 1990s. 

411 other parties' proposal 

- _  

The parties claim that using the historical actual average fill of the presently existing netu-ork is 

nappropriate in a TELRlC environment. U S WEST'S use of its present structure places the 

nefficiencies of a nemork built during the past 100 years, and rate base interests of a monopol\- onto a 

heoretical system which is supposed to be built with the most eficient and advanced technology lsithout 

ate base concerns. 

The parties adsocate use of the Hatfield h4odel's defauit inputs regarding feeder and distribution 

Ell. The Hatfield Model uses achievable average fill. which inputs a fill range from 65 percent to 80 

percent for feder and From 50 percent to 75 percent for distribution. depending on the distribution group. 

The Hatfield Model then calculates the standard cable size which is large enough to support the inputted 

demand. After sizing for standard cable. actual fill factors in Arizona are 71.5 percent for feeder and 

approximately 51 percent for distribution cable. 

T The *. parties also request that anticipated demand be based upon two lines per living unit. rathei 

than the three lines advocated by U S WEST. The parties state that U S "'EST has not established a neec 

for three l i e s  per household. U S WEST presented evidence that as of May 1995. use was I. I lines pe 

living unit, as approximately lOS,OOO of 1,610,870 access lines were second lines, 2500 were third lines. 

and 370 were fourth lines. 

Commission resolution 

---A. appropna~- . i~~~~- looXcingi . least .co~~efucient  . . . . .  ...---.-. networlj .- . . . . .  cost model. - _.._ ........ . The . . . . . .  objecti\*e -..---_. fill of 81 ... . . .  . ... . . . . . . . .  ... .... .... -_.._ . . . . . .  .: .....-. .. - --..-- --_._._ - .  . . _ .  . . . . . . . . . . . . . .  -- -. .---. - . -  - ~ - 
. I  . . . . . .  . . . . .  . . . . . . . . . . .  

percent would theoretically be the appropriate fill factor for an efficient network. Ho\vever. that W O U h  

not allow for any growth of the network. We agree that the actual fill rate of the U S \'EST network is 
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101 appropriate with a forward-looking, least cost, efficient network. We find that the use of achievable 

werage fill factors of the Hatfield Model would be more representative of a forward-looking. least cost. 

:ficient network. Accordingly, we Will approve the fill factors utilized by the Hatfield Model. This u i l l  

rpresent an efficient network while still allowing room for growth. - _  
While the three lines per living unit allowance is not reflected in the May 1995 data. it must be 

Pecognized that we are utilizing a forward-looking, least cost, efficient network model in a scorched node 

:nvironment. Historically there has been a lot of room for growth on the network; however. much of the 

slack has been taken out by utilizing a forward-looking. least cost, efficient network model. The cost of 

providing a third line initially is much less than adding one later. Accordingly. we uill approve use of 

the three lines as proposed by U S WEST. 

3. Placement: Easy v. Difficult 

issue: "hat is the appropriate difficult). of placement and techniques used. such as boring or trenchins. 
,o assume in constructing a forward-looking. least cost. efficient network in a scorched node 
:nyironment. 

U S WEST proposal 

In estimating loop placement costs. U S WEST factored in whether placement would hs easy or 

dificult. In its 1995 TSLRIC study. U S WEST estimated that 80 percent of loop placement would hs 

easy. with the remaining 20 percenl difficult. due to the cost of repairing or boring under properly. Afier 

revising its study to estimate TELRIC, U S WEST claimed that 82 percent of placement in its region. 

including ? * _  statewide, would be in developed areas. and therefore difficult. In addition U S N-EST 

claimed that boring would occur in 50 percent of the linear feet of cable placed in nonrural areas. 

U S WEST used five density mne models for cable placement region-wGde. The easy/difficull 

ratio used in its TELFUC study defined developed areas as ones in which ioops presently exist. The 

TELRIC placement of existing loops was considered to be difficult. U S WEST forecast grouTh to bt 

four percent per year, or 18 percent over five years.. W S WEST concluded that 82 percent of the loop! 

:.HQuld ,be in . . . . . .  'developed . &&i,'kidi . 8 @rckiit'in-iirRIev~bped:&eas~-:The .... 8243-8 - .  -ASS - . .-* .thenapplied -. -, . _, - to eaci . . __ 

central office category. assuming that 82 percent of loop construction in each density type. such as urban 

. .  . .  
1... _. .- .. 

.. . . I -  . . . .... - . I - -  ....._.._,___ ~ ..-. . r..-.-. , . -. __ I r .... - .- -. .._ 

U S WEST claimed that the reversal in its estimate of loop placement difiiculty was due to a 
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hange in the manner in which placement was considered, not in the ease of placement itself. U S WEST 

briginally estimated the incremental cost of adding each loop according to TSLRIC, and assumed that 

nost new loops would be placed in currently undeveloped areas. U S WEST estimated the TELRlC of 

)lacing loops as though every loop had to be replaced, and most loops are in developed areas. U S 

E S T  also assumed that it was the only utility which needed to place facilities to customers, and u-ould 

lot be able to share placement costs in developed areas with any other utility. 

911 other parties' proposal 

- _  

The other parties criticized U S WEST's loop placement cost estimate. The parties claimed that 

U S WEST'S reversal of its historical easy v. difficult placement ratio was unsupported and unreasonable. 

U S WEST assumed that it would use very costly boring techniques for fifiy percent of the linear feet 

placed in developed areas. yet its construction witness testified that boring occurred only in 20 to 30 

percent of the distance in developed areas. If. for esaqpie. conduit were already placed in developed 

areas. use of the conduit would not be considered difficult placement. 

The parties indicated that when estimating the cost of placing plant- cost efficiencies for modem 

placement. and economies of scope and scale were supposed to be realized. Instead. U S UTST 

estimated increased installation costs. 

In addition. evidence indicated that U S WEST's estimated annual grmth rate for Arizona is five 

percent. rather than the four percent included in RLCAP. \khich would yield a 39 percent easy placemen! 

ratio if RLCAP's methodology were accepted. The parties also stated that five years of grouth is tot 

short a time period for calculating TELRIC. 

- -  

The parties also argued that RLCAP's application of the easy/dif€icult ratio statewide WE 

illogical. RLCAP applied the percentage to all density groups, including rural. The result was ar 

assumption that 82 percent of mal placement would be difficult. U S WEST'S justification for the ratic 

in general was that laying cable to avoid obstacles such as streets, sidewalks. gardens. lawns. fences anc . .  . . . .  . . . .  . ... . ..... "- -.. ... . . . . . . .  -. - ._ ..'. ..... .-.. ... "_ ... . .  ~ ._._ .. . -. . . .-.. - . . - . . . . . .  
- 

... . .  ---  -._ --._- .... ~ _ _  spriniler systems would be expensive. -Howeseii .placemen! in.wi &as.'for ek&ple. even tbougl 
...... -- . -.-- . . . .  ....._ __- -7 .-. 

considered to be 82 percent ... developed, ........ would not necessarily require avoidance of such obstacles an( 
. . . . .  . .  -__.-_. -------*. 

. . -. - _-__ __ - 
. . .  I -  . .  . . .  . . . .  . . - . . *  . -'-'------------... .................. * _ :  -. I. .. -. .. -----_-..- . . .  . . .  - .  1 

. .  

the related higher costs assumed to occur in difficult placements. U S \'EST's revised placement r;dtii 

significantly increased placement cost in rural areas. although supposedly responding to difficulties 

.. .-. 
.. 

. . . .  
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ncountered in a more urban environment. 

Placement costs in the Hatfield Model are calculated based upon actual conditions within census 

)lock groups. The Hatfield Model determines the census block groups which exist in the State. and 

alculates - -  instailation costs related to the density of development. 

TCG indicated that the population growth in Arizona means that a significant portion of access 

ine growth would be in new residential subdivisions. Line placement in new subdivisions is paid for 

)y the developer, pursuant to R14-2-506.E.3, regardless of whether growth is in a developed or 

indeveloped area. TCG also disputed U S WEST's contention that high installation costs will be 

ncurred by U S WEST in a scorched node environment. TCG stated that all residential conneclions may 

le considered neu.', and devcloper-provided. in a scorched node environment. RLCAP also did not 

:onsider feeder and distribution costs advanced bg developers. which also is done routinely. 

Commission resolution 

RLCAP is flawed in its limitations. It allo\vs for only five density configurations in U s \!EST's 

14-sate region. It applies the same easyldificult placement ratio everywhere across the State. although 

it is unlikely that placement difficulty is the same everywhere. The RLCAP input assumptions \sere 

contradicted by U S WEST's own mitnesses. 

The Hatfield Model was attacked because its inputs are in part derived from the memop of one 

particular engineer. However, the Hatfield Model's method of calculating placement based upon the 

density > -  of c m u s  block p u p s  is superior to RLCAP's method. The input source was subject to cross- 

examination, and in general, the overall cost inputs are reasonable. Differences between the U S WEST 

model's method of construction and the Hatfield Model's method often are resolved when realizing lha1: 

the Hatfield Model is based upon the E L N C  method, using the most efkient technology. rather than 

the method developed over history in a non-competitive environment. Therefore. the Commission will 

adopt the Hatfield Model's method for calculating placement costs. 

. . . . . . .  ..---. . . . .  . ..-.. _ _ . _ ~ _  . .  
Issue: Whether costs for cable placement would be shared with another utility in a -sciiiehea'fiode 

2) S WEST'S proposal 

. ..... . . . . . . .  ... ______.._ - - . I  . . .  ...... 
. . . .  . . . . . . . . . . . . . . . . .  . . . . .  

. . . . . . . .  ..- 
. s  .. _ .  --. . . .  

-envirotiinentW'' .--~LY:. ::x:-:-::- :.I : . c -- .. 
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U S WEST proposed that the percentage of the cost that would be borne by it in the theoretical 

corched node environment. in which the network between the central offices and end users was installed 

ising the least cost, most eficient technology, would be the same as had occurred historically. U S 

NEST presented an historical pattern of the percentage of the cost of placement of facilities it has paid. 

or both distribution and feeder plant, as follows: 

Aerial 
Underground 
Buried 

50 percent 
100 percent 
83 percent6 

U S WEST claimed that its aerial facilities have been shared by one other utility, and 17 percent of the 

lime it has been able to place its facilities in developer-supplied trenches. 

All other parties' proposal 

The other parties requested that the Commission adopt the Hatfield Model defaults for shared 

Bcilities. The Hatfield Model assumes that in a scorched node. competitive environment, the ILEC 

xould pay one-third of the cost of installing distribution and feeder facilities. either Iy sharing 

installation with two other utilities. or using developer-provided trenches. Testimony in suppoi of the 

Hatfield Model default indicated that in a competitive environment- an ILEC would have both an 

incentive to share placement costs and interested competitors with whom to share the cost. 

The parties point out tha1 while the attachments to the closing statement indicate that RLCAP 

assumes 50 percent sharing for aerial facilities. other evidence indicates that RLCAP does not assume 
- -  

that any sharing exists. 

Corn mission's resolution 

The Commission finds the sharing of costs between U S WEST and other utilities shall be: 

Aerial 50% ' 

Buried 50% 
Underground . 50%..,. 

. . . . .  . .. . .  . . . . . . .  ... .... . . . . .  . . .  .... ...... ...... .._-.. -___ -U-S-WEsT-p~op~s.a~ -.__-____ -___ __ _ _  __._ . - -. _ _ _ _  . . .  . . .  . . .  
~ .. - .  

--- ----- -.-- -_______ .. , . 
. . . .  . . _ .  .- . 

A U S WEST witness indicated that 23 percent. rather than 17 percent. of buried cable wa2 6 

being placed in developer-provided trenches. 
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It is unclear whether U S WEST supported geographic deaveraging of the unbundled loop cost. 

f the cost is to be deaveraged, U S WEST requested that deaveraging not occur until it is authorized to 

:harge its retail customers a deaveraged price. Otherwise, competitors could obtain the unbundled loops 

if urban customers at a deaveraged element price. and purchase longer loops at a nondeaveraged retail 

:ost less the avoided cost discount. U S WEST would be left with the obligation to maintain more 
- _  

rxpensive, longer loops without receiving offsetting revenues of either higher averaged loop prices or 

higher deaveraged long loop prices. 

411 other parties' proposal 

All other parties proposed that loop costs should be deaveraged in this Qecision. The panies 

:laimed that the FCC directed in 7 743 of its Order that element rates should reflect the \<a>- in \vhich 

:osts are incurred and this requires geographic deavmging. Paragraph 765.of the FCC Order. which \vas 

stayed at the time of the arbitration. required that prices be deaveraged into a minimum of three 

geographic zones, Less dense, longer loops cost more than more dense. shorter loops t>*picall_\- found in 

uiban areas. 

The CLECs claimed that delayed deaveraging would repress the deselopment of facilities-based 

competition. as loops in the urban areas would be olterpriced. Competitors would not build their oun 

loops. as their TURKS would be higher than U S WEST'S. without U S WEST'S economies of scope 

and scale. 

Element cost deaveraging would have a significant effect on prices. For example. AT&T 

proposed using six price zones, based upon the number of loops per square mile. Its proposed state 
* * _  

average cost of $13.94/month per aggregated loop would vw from $9.66/month for the most dense price 

zone to %99,83/month for the least dense price zone. 

I 

geographic deaveraging. Even if there was sufficient evidence to support geographic deaveraging. we 
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;hare U S WEST'S concerns that geographic deaveraging would need to occur for U S WEST retail 

xstomers at the same time it occurs at the wholesale level. 

We will direct the Hearing Division to set a proceeding to determine whether it is appropriate to 

geographically deavemge rates established pursuant to this Decision, and if so, what method should be 

used to set the deaveraged rates and when they should become effective. 

D. 

- -  

Element Price Factors AfEectinP Loon Costs 

1. Terminal Investment 

issue: What is the cost of installing a terminal and line splicing to distribute the copper loop to an end 
user. 

U S WEST proposal 

U S WEST proposed adoption of its claimed current cost for installation of a terminal and splicing 

3f  S280.80 to sewe three lines. for a per line cost of $93.60- 

All other parties' proposal 

The other parties requested that the Comniission adopt the Hatfield Model input for terminal 

installation and line splicing of $35 per line. AT&T asserted that the Hatfield Model default cost war 

based upon installation using a pedestal terminal method which could serve eight living units. and u-hicl 

was a more modem and cost-efficient method than the method and related pricing factor used by L! Z 

WEST. AT&T also claimed that the terminal installation method was used in parts of Arizona. 

Commission's resolution 

In keeping with a forward-looking. least cost, efficient network methodology. the Commissio~ 

adopts the Hatfield Model default cost for terminal ktaliation and splicing. However. we find it 

the Hatfield per line cost to $70.00. 
. - -  

Prop I nvestmen ts 
. . . . . . . . . .  . . . . .  . .  . .- -* .. . . ~ .~ 

r-- -- 2. 
. -  

...... . . .  - -  - 1 s U g :  ' : m a t  is &e.&t o f l m i n g  a telephone.liie to the end user. . . . . . .  . . . . . .  - 
.. :..--.- . .:.-. : . . . .  . . . . . . . .  .. .... . . .  . . . . . . . . . . . . .  i. 1 .- .... . .  . . . . . . . . .  .. .... . . . . .  ...... _-.. 

-------------...I--- ---*.-- ~ ___ .  ..-. -. 

U S WEST proposal 
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ler household,' U S WEST proposed that drop costs in a leasr cost. most efficient technology 

:nvironment would be the same as its histoncal cost. 

111 other parties' proposal 

The parties claimed that U S WEST either overstated its drop cost or must be inefficient. 

Zvidence was presented in support of the Hatfield Model default calculation of $70 per drop and SID 
- _  

,nstallation. 

Commission resolution 

Pursuant to the Act. Commission Rules, and other applicable law. pricing is to be based upon the 

fonvard-looking, least cost. most efficient technology. We do not accept U S UrEST's claim that its 

present cost of installation uses the most eficient technology possible. We therefore adopt the Hatfield 

Model default calculation of drop and NID installation costs. 

3. 4-Wre Loop Cost 

Issue: What is the appropriate charge for a 4--ire loop. 

U S WEST proposal 

U S "EST proposed a 4 4 r e  loop cost of $5721. almost double the $3030 cost of a ?-\\ire loop. 

ACSI proposal 

ACSI proposed that the 4-wire loop charge should be 4.2 percerit higher than the ?-wire loop 
charge, citing U S WEST witnesses who testified that the pnce differential between installin, n t\vo 0 1  

thee pair of copper lines per household mas  based upon the cost of the additional length of cable. 

AT&T proposal 
T *. 

Although there does not appear to be any difference in the itemized costs listed for 2 or 4-u-irt 

loops, AT&T proposed that the aggregated state average for the 2 and 4-wire loop to be $1 3.94 anc 

$2737 per month, respectively. 

'I 7 When revising the Hatfield Model with U S WEST inputs. it stated that ihe RLCAP  COS^ 

was $93.36. . I 
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:xpensive than placing a 2-wire loop. The Conlmission will adopt ACSI's proposal regarding the 3-wire 

loop charge. 

E. Service Provisioninv - Costs 
- _  

1. UnbundlinP Inteerated Loons 

Issue: How the expense should be borne for unbundling loops from an integrated digital loop carrier. 

U S WEST propbsal 

U S WEST proposed to include in the price of the unbundled loop the cost of equipment to route 

the loop to a CLEC. U S WEST presented testimony that when a loop is provisioned on an integraled 

digital loop carrier ("IDLC). either equipment must be added to the loop to enable it to be pulled from 

the IDLC and routed to a CLEC, or the loop must be hair pinned into and out of a snitch termination 

before routing to a CLEC. 

In its Reply Brief. U S WEST claimed that it w u l d  be necessav to add equipment to the lDLC 

loop to hairpin it to a CLEC. U S WEST stated that the cost of the additional equipment would he more 

than the cost of the unbundling equipment. 

ACSl proposal 

ACSI emphasized that U S UTST's testimony indicated that only five percent of loops are IDLC 

provisioned and would need additional equipment to be rerouted. A CLEC purchases a loop to serve a 

particular customer. without consideration of whether the loop is on an IDLC. ACSI proposed that to 

retain competitive neutrality. the cost of the additional equipment on five percent of the loops should be 

spread over all loops. 

AT&T proposal 

-? - _  

AT&T proposed that no charge be assessed to the loop price for routing of IDLC provisioned 

loops. AT&T indicated that options other than the unbundling equipment U S WEST claimed wz 

~ _ -  --- . . . 
Com'mission's resolution 

We adopt the positions of AT&T and ACSI that the Hatfield h4odel includes the cost of IDLC 

3d 



nbundling. U S WEST may pursue dispute resolution or request the Commission's assistance i f  it can 

stablish that the Hatfield Model does not include the costs as inherent within the loop result. 

2. Transnort and Termination Charges 

ssue: Whether charges for transport and termination should be adopted at this time or at the end of the 
i l l  and kekp period. and what prices satisfy the Act's requirements that charges be incrementally based. 
Lnd provide for mutual and reciprocal recovery of costs. 

J S WEST proposal 

U S WEST proposed that the Commission adopt its recommended rates for transport and 

emination. U S WEST restated its opposition to the bill and keep arrangement approlved by the 

2ornrnission'during the onset of competition. and requested that costs be adopted which u3l be put into 

Effect if the Commission's Orders regarding bill and keep are overturned. 

All other parties' proposal 

Since bill and keep has been adopted for the present time. the other parties believe that no costs 

Fbr transport and termination need to be adopted at this time. The parties hase been unable to operate 

U S WEST'S switching cost mode!. and therefore are not able to thoroughly r e x h v  and challenge V S 

WEST'S calculations. 

MCI's alternative proposal 

MCI proposed that in keeping with the FCC Order % 1085. symmetrical, reciprocal rates fox 

transport and termination be adopted. This would permit a CLEC to obtain the same price from L1 S 

WEST_ for use of its network as it has to pay U S WEST to use its network. MCI proposed that t h e  

Hatfield Model rates be adopted. MCI rexognized that U S WESTS transport and termination costs niq  

be higher than costs for CLECs which employ the latest technology. MCI indicated that asymmetrical 

rates based upon d costs would be anticompetitive, as it would penalize a competitor with newer and 

less expensive technology. - .  

A canier which was unable to establish that its senlice territoq was equivalent to U 5 
VJEST's tande.m switch territory may qualify for tandem svitch treatment \vhen it senes equivalent 

8 
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sep period. any party may request a consolidated proceeding at which we will review the pricing inputs 

IT appropriate adjustment. in the meantime. U S WEST should provide an operable switching cost 

iodel to the parties for their review. 
- _  

COOD Conditionin3 

sue: What is the appropriate charge, if any, for conditioning analog loops to provide digital sen-ices. 

J S WEST proposal' 

U S WEST proposed an NRC of $557.12 whenever a loop is conditioned to provide digital 

ervice. Such conditioning may be necessary for the provision of integrated services digital netlvork 

"ISDN"). ADSL and high-bit rate digital subscriber line ("HDSL") senice. 

1T&T proposal 

ATbT proposed that there should be no additional charge for conditioning a loop. as a 

:onditioned loop is part of the network element. 

ACSI proposal 

Originally, ACSI proposed to p3y an additional TELRlC IO condition analog loops for digital 

s e n k  but claimed that U S WEST did not subnit a cost study regarding the issue. ACSI proposed in 

the interim that no additional charge be assessed. w5th a true-up when the TELRlC for conditioning is 

established. 

In its Reply Brief, ACSI agreed with AT&T that the cost of conditioning be included in the 

forward-lking cost of the loop facility, and recommended that either no separate NRC be assessed or 

that the cost be capitalized and recovered through reasonable recurring rates. ACSI disputed U S 

WEST'S conditioning cost study+ asserting that U S WESTS requested NRC is more than two times zhe 

NRC currently charged to ISDN customers. ACSI also challenged the specific costs included in t h e  

T '  

conditioning cost. 

...... .. .... . . . . . .  . . .  
. ... 

-- -.._ -. ... . . . .  . . . . . . . . . . . . .  - . . . . . . . . . . .  ............. . . .  . . . . . . . . . .  .... . . . .  _- . . -. . - . 
. . .  

' _ ' '  -1 . .  . -  . ; 

--+ --.- -. - .  

. .  . _. .- 

territory. 
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:ommission resolution 

U S WEST's loop conditioning charge is significantly overstated. We find that the loop 

:onditioning charge should be the tariffed charge, less the NRC avoided cost discount? If the Hatfield 

Model ingluded a loop conditioning charge, it should be removed. 

4. ponrecurring Costs 

sue: Whether initial charges should be paid by CLECs to recoup expenses incurred by an ILEC xvhen 
I service is established. disconnected or changed, or whether the cost should be included in the monthly 
becurring cost of the related element. 

U S WEST proposal 

U S WEST proposed NRCs in addition to the cost of network elements. After the arbitration. U 
5 WEST submitted rexvised and alternative cost studies. acknowledging that certain functions for which 

a separate NRC was claimed may be incorporated in thc loop NRC when the loop is provisioned. or ma: 

be eliminated when electronic interfaces become operational. One revision concerned the NRC for an 

expanded interconnection channel termination ("EICT-) when connecting Ioops which terminate at an 

ILEC's main distribution frame to a CLEC's point of interconnection. Although originally requesting 

approximately $300 for the EICT NRC in addition to the loop NRC. afier the arbitration, U S NXST 

stated that it would assess only the loop NRC if an EICT is ordered in conjunction with an unbundled 

loop. 

ACSI proposal 

? *-  -ACSi focused on the NRCs for unbundled loops and ElCTs. ACSl's testimony indicated that 1! 

S W E S T S  EICT charge was duplicative when ordered wit€~ the unbundled Imp, and that the cost studie: 

U S WEST submitted were for digital design circuits, not plain old telephone service, ACSI claimed M 

U S WESTS studies did not account for cost savings to oceur due to the implementation o' 

mechanization processes in 1997; that excessive testing costs were included in the loop price when i 

competitor desired to narrow the time period during which a service changeover would occur; that U 5 

. . . . . . . . .  ..... ..___ 
eve,, . . . .  loop provisioning, . . . . . . .  when they may . . .  not occur; that the studies include functions aSSoclated'uith 1- 

. . . . .  . . . . . . .  ...... . ...... . . . . .  . .  .... . .  . . . . . . . . .  
..c. .L _ _ .  - . . . . . .  . . . . . . . . . .  

.... . . . .  . - -_ . .... 
.. - . . :. __  .____ ,_ , 

. I . . . . . .  . -  -. 
_. . . .  

- - 

See Avoided Cost Discount. Issue 1I.C below. 1 9 
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i WEST'S switch which are not unbundled loop activities; that the cost of disconnecting the loop and 

ross-connect are included improperly; that t6e studies assume connection through a point of termination 

tay C'PO'T) rather than directly to the main distribution frame; and that the studies do not reflect 
- _  

:conornies of scope and scale. 

ACSI proposed that the appropriate NRC for the loop and crossconnects would be U S WEST'S 

rSLRIC plus shared costs for establishing 1 FB servicc, which U S WEST testified was $42.70. ACSl 

iroposed that the NRC should be no greater than the charge that applies when U S WEST establishes 

:xchange senice for a retail customer. 

ACSI objected to U S WEST'S revised NRC. even after deducting the ElCT charge, ordering and 

.esting expenses. ACSI indicated that the remaining NRC still includes a disconnect charge. and 

3verhead charges of approximately 100 percent over the remaining TELRIC. 

AT&T proposal 

AT&" claimed that the Hatfield Model element costs are based upon both recumng and NRC as 

reported by U S WEST in the Automated Report Management lnformation System ("ARMIS). and 

therefore. any NRCs in addition to Hatfield Model rates would allow U S UT$T to double recover its 

:osts. The Hatfield Model calculates many of the NRCs as recurring charges. to avoid creating a barrier 

to competition in the telecommunications industry. Recowry of NRCs through recumng charges is 

permitted in the FCC Order f 749. 
t -  

AT&T stated that it was not able to fully evaluate the cost studies filed shortly before the 

arbitration, and that the studies filed after the arbitration should not be considered. AT&T claimed thal 

U S WEST was attempting to use NRCs as 8 barrier to competition, which was xflected in U S WEST5 

high proposed NRCs compared to charges assessed to retail customers. 

Commission resolution 

computation of services which may be derived from a combination of the elements. The U S l4TST'Cos 

... 
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tudies add NRCs, \vhich i t  claims are the cost of performance hnctions, to the actual prices of many of 

he elements. 

U S WEST's proposed NRCs, if approved, would act as barriers to competition. A CLEC would 

lave to pay U S WEST charges significantly in excess of the charges U S WEST would assess its end- 

isers. If the CLEC would then attempt to recoup those charges from prospective customers. it could 

;ignificantly affect its ability to compete. U S WEST has not satisfied its burden to establish that these 

:osts are reasonable. and the information was provided Without sufficient time for the competing carriers 

'0 properly analyze. 

U S WEST significantly overstated its NRCs. Consistent with our resolution for the loop 

:onditioning charge. w e  will approve the current tariffed charges for NRCs, less the NRC avoided cost 

liscount. The Hatfield Model costs \vi11 be used for any non-tariffed NRCs. To the extent that Lr S 

U'EST believes that there are NRCs not compensated by the Hatfield Model prices. it may request an 

additional proceeding at N%ich it may present cost studies consistent with the methodology approved 

herein to justifj. its price proposals. However. we want to make it clear that any additional cost studies 

must be provided to the other parties in a timely manner. 

We find that ATlkT's proposed $5.00 customer transfer charge is appropriate and should not be 

discounted. 

F. CLEC Cross-connect 

Issue: When CLECs which are in collocated space in an ILEC's facility desire to connect their networks 
to each other at that location, what type of mss-connect is appropriate; who may perform the connection: 
and what is the proper cost of the crossamect. 

u s W E S T S  proposal 

U S WEST proposed that CLECs which want to cross-comect in U S WEST's collocated space 

be required to interconnect through EICTs on their tekinations at a POT bay. U S WEST proposed to 

. - ._- , . .- - .  . 
The other Darties' proposal 

I connect directly with each otherrwithout traversing U S WEST's net\vork or a POT bay. If U S WEST 

29 
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lrovides the connection. it should be compensated on a time and materials basis. If the carriers are not 

llowed to connect directly, U S WEST should be limited to installing and charging for one EICT at an 

,xisting POT bay, Without a recurring charge. The other parties agreed with ACSI's request that the 

ZLECs should be allowed to cross-connect directly with each other where feasible. 

2om m iss ion resolution 

While the FCC Order requires ILECs to permit interconnection between CLECs collocated at the 

m e  ILEC facility, it concludes that ILECs need not permit connecting transmission facilities-outside 

3f the collocation area. FCC Order at fi 595. The FCC Order also grants to I L K S  the option to provide 

the connection or to permit CLECs to perform the connection. 

Similarly, we recognize that safety and liability concerns justify U S WEST requirin= 0 that its 

xrsonnel perform the interconnection betwveen non-adjacent collocating CLECs. In those instances. V 

5 WEST shouId provide the interconnection between cotlocation cages in the most cost-eficient manner 

hat is acceptable to the CLECs. However. where CLECS' collocation cages are adjacent- U S WEST 

may not prohibit CLECs from interconnecting their ova networks with facilities they proside. as long 

as those facilities do not cross spaces in use by U S WEST. The collocating CLECs. whether adjacent 

or non-adjacent, may elect to provide the cables or other facilities necessaq to perfomi the collocation. 

CLECs may choose to connect through an EICT. If a POT bay is present alread?., the CLECs 

should be charged only the cost of an ElCT. 

A. Avoided Versus A voidable Cos tS 

Issue: The Act, (j 252.d-3, providesthat wholesale rates should be detennincd "on the basis of retail rate! 
charged to subscr ib  for the telecommunications service requested. excluding the portion thereo' 
attributable to any marketing, billing, collection, and other costs that will be avoided by the loca 
exchange carrier." Whether a cost that 'Will be avoided" is limited to costs which. in the discretion o 
the ILEC, actually are avoided, or would it include costs which are avoided by a reasonable ILEC in thc 
efficient performance of its wholesale business. - -  - _  -- ---- - - 

only the net costs it will avoid when selling services wholesale should encompass the resale discount 
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dding expenses i t  claimed would be incurred in wholesaling its products. 

ill other parties' proposal 

All other parties proposed that the FCC Order's interpretation of the Act 4 252.d.3. although 

,tayed at-the time of the arbitration, be followed by the Commission. The FCC Order 1 9 1 1 indicates that 

itates should "make an objective assessment of what costs are reasonably avoidable when a LEC sells 

ts services wholesale." The parties argue that the discount is not limited to expenses which a particular 

LEC actually avoids or eliminates when selling wholesale, but includes costs which an economically 

zficient competitor would avoid as a result of providing services at wholesale rather than retail. 

The CLECS request adoption of the FCC's position that costs of sewing customers are presumed 

ayoidable; and indirect expenses. such as o\*erhead. are presumed partially a\*oidabIe. By definition. a 

-eseller's margin is the wholesale price less the reseller's oun retail and overhead costs. The CLECs 

3elieve that a reseller should not have to pay the ILEC-s unrelated retail costs in addition to its o\\n. 

because if the wholesale price is inflated. a reseller may be unable to compete. Likewise. ILECs should 

not be able to manipulate the discount by declining to reduce certain expenditures. 

Commission resolution 

The Act tj 251 .c.4 requires that services be offered for resale at wholesale rates. Section 252.d.1 

of the Act requires that interconnection and network element charges be based on the cost of providin: 

the interconnection or network element. In keeping with the provisions of the Act which do not allov 

for assessing charges not incurred in the provision of an item, the charge for \vholesale services should 

not include charges for interconnection, the sale of network elements. or the sen-ice of retail customers. 

In addition, wholesale charges should not include charges for senices which the reseller provides itself. 

at its own expense, such as advertising. A reseilef cannot be expected to compete if paying mice for the 

cost of a service. While the Act uses the phrase "avoided COStS", the interpretation must include costs 

which would be avoided by a wholesaler acting in a j M  and *onable manner. 
--: - .- ._ ._ - 

. * .  
. . .  .. . . . . . . .  . . . .  . .  . .  . . . . .  . . .  

. . . . . . . .  
. -  . . . .  . . . .  

. .  
- .  

. . . -  
. .  _ _  
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B. Resale - TSLRlC v. Embedded Costs 

Issue: Should the wholesale discount be the percentage of costs saved from the most efficient. least cost 
method of producing the service at retail, or should the discount be the retail price less the costs saved 
when selling - _  at wholesale rather than retail. 

U S WEST proposal 

U S WEST proposed that the avoided cost discount be based upon the amount of the TELRlC for 

each element that it estimated will be avoided in a service offered for resale. U S WEST disputed the 

FCC's preclusion of a TSLRIC study to establish wholesale rates that are not related to retail semice 

rates. FCC Order t 915. 

MCI proposal 

MCI proposed that the FCC's method, which was staTed at the time of the arbitration. is 

consistent with the Act and should be used as guidance to determine the proper method. MCI follo\ved 

the FCC'S guidance in its proposal for which categories of costs are avoidable by an economically 

eficient carrier selling at wholesale, and the percentage of each category which is avoidable. hlCI then 

applied the percentage avoidable to each category of publicly available U S WEST cost data for 1995. 

. 

yielding a percentage of its total costs which would be avoidable. MCI based the discount on U S 

WEST's embedded costs. using actual expenditures rather than TSLRIC. 

AT&T proposal 

t -  AT&T proposed to use the ratio ofU S WEST's total ARMIS costs less interstate costs to local 

service and intrastate revenues as the avoided cost discount. AT&T used Bell Atlantic data IO determine 

costs typically incurred in interstate revenue. 

Commission resolution 

The Commission generally approves the methodology used by MCI in calculating the avoidd 

cost discount. U S WEST'S retail rates have been set on an embedded cost basis. in compliance with rate 

- . . -25 
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C. Avoided Cost Discount 

Issue: What is the proper discount 
calculated. 

U S WEST proposal 

om retail price for a wholesale service, and ho\v is the discounr 

W S WEST stated that the avoided cost discount level should not be set too high, or facilities- 

based competition will be discouraged in favor of reselling services at a discount. U S WEST claimed 

that it reviewed each expenditure attributable to the TELRIC of each element, to evaluate \vhich 

expenditure would cease when wholesaling. U S WEST proposed avoided cost discounts based upon 

types of services, as follows: 

8.1 7 percent for basic exchange business, incfuding PBX 
4.41 percent for ISDN/ACS services 
4.35 percent for toll. including MTS, WATS and 800 service 
1.01 percent for listing services. central office features and information senices 
3.86 percent for basic exchange residential 
8.64 percent for private line service 

U S "EST disputed many assumptions of the AT&T avoided cost study. U S WEST criticized 

AT&T-s single discount for all services as being without basis. U S WEST had criticized AT&T's 

previously submitted cost study. which had varied discounts for different services. U S WEST claimed 

that AT&T's discount ratio allows it to claim avoided costs on items which are not subject to a resold 

discount. such as access services. Although still disputing AT&Ts methodology. U S \!-EST 

recalculated the discount after adjusting for items U S WEST claimed were included improperly. These 

adjustments reduced AT&T's discount from 36.14 percent to 16.53 percent- 
* -  

U S WEST also stated that MCI's cost study was flawed for a number of reasons. Although still 

disputing the MCI study, U S WEST recalculated MCI's discount based upon revisions to hlCI's 

calculations, resulting in a weighted discount revised h m  22-5 peroent to 14.09 percent. U S WEST also 

contended that MCI's single discount is misleading, and in its Reply Brief, provided the follo\\ing sen-ice 

bx&dom based upon the "corrected" MCI r n e ~ ~ o ~ o g y :  
. .  . .  

. .  
. _  . 

:\ . ~ ..... 
---: - - > - ~ ~ g i n & ~ d  PBX. : :::- . . .  ......;..... . .  - ~ -  .. ... .. 12.85% ....... .__ . . .  . . - -  . - 19:&-() .... .- - . .~ - . -.-- .......... . . .  _ _ _ _ _  . . ......... 

......... -e-. ._-. .-- ..- .---... - 
--- -..-----1sm .-'-' --.-.. .-. 

-- .-. Vertical Features - ._.: 
' Residential 

....-_ _.__,._._ r_.____.. ~ ___,-_,__,__,_._.. % 
.... . . .  17.25% 

... . . .  . .44,0?%0 
Toll 

. ....... ..... ... . . . . . . . . . .  . . _ _  . . . .  
:,- '7.mo/o - -. _. 

. ; Private Line ' I 3.74% ,? 
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MCI's proposal 
. across-the board discount, claiming that U S WEST did not provide sufficient 

data for ascrvice by service Gkount.. .MCI stated .that..U : S - ~ - S ~ s : r e ~ s i o ? ~ f - ~ e  MCl: method. 

_rprovidinErvice by.senfice..discounts, was . . .  not provided in sufficient time to evaluate. In addition. as 

a &fifice by senice discount would likely yield a 1oG;er discount for residential-senices. such a discount 

would be a barrier to entry into the residential market. 

. .  . _  
. MCI submitted 

.*. .- . . . . .  - - - . . . .  . 
- _ - _ .  __.._ r_.  

.<.- --. . . . . . . . . . .  

. . . . . . . . . . . .  ---- .----.-- . . .  . . . . . . .  -...- L__ - ---.. ... 
. . . .  . . .  . . . .  
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MCI, TCG and AT&T proposal 

MCI and AT&T have submitted sepaiate and significantly different discount recommendations. 

W l .  TCG and AT&T agree that it is important to set the avoided cost discount at an appropriate level 

xcause io0 great a discount may discourage facilities-based competition and too small a discounl would 

%scourage any competition. Most companies anticipate competing as resellers before building their onn 

facilities through which to compete. and too small a discount would not enable carriers to enter the 

market as reseller competitors. The CLECs believe that it is unrealistic to expect that many carriers \vi11 

have the initial capital necessary for facilities-based growth. Further, carriers would not have the 

economies of scope and scale available to U S WEST. and would not be able to compete effectisel: on 

that basis. 

MC1. AT&T and TCG argued that U S WEST'S proposed discount KIS unreasonable. 

anticompetitive, and in violation of the Act. the FCC Order and other applicable law. As stated above. 

U S WEST claimed to subtract the TELNC ofithe avoided elements from their currently approved costs. 

which were set on an embedded basis. U S WEST removed only those costs which it actually ~vould not 

incur, instead of the costs lvhich would not be incurred in support of a wholesale business. U S \VEST 

also added such costs as marketing and product management. However. U S WEST has not indicated 

any willingness to provide its data or conclusions to the CLECs for any shared benefit. 

The parties also disputed the method U 5 WEST used to calculate its avoided cost. Rather than 

the Grientage of retailing activities U S WEST will avoid when whoksaling U S WEST compared 

expenses to revenues, without accounting for any avoided return and taxes. U S WESTS method resulted 

in a percentage which would yield the same absolute dollars of profit whether wholesaling or retailing. 

which would result in an increased profit margin for wholesaling. 
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MCI used avoided expenses in its calculations, claiming that it did not need to calculate avoided 

eturn and taxes. In response to U S WEST's criticisms, MCI claimed that a portion of property lases 

vould be avoided with U S WEST's reduced need for staff and supporting facilities. MCI contended that 

he sameportion of property taxes equal to the overall avoided cost discount will be avoided, so there 

would be no overall impact to its avoided cost discount if property taxes were added to its ratio. MCI 

-esponded to a number of specific criticisms by U S WEST of its methodology. MCI claimed that its 

xoposed avoided cost of 22.5 percent resulted in the Same profit margin whether retailing or 

wholesaling. ? 

AT&T proposal 

ATgLT stated that it confinned the validity of its study by substituting U S WEST data for the Bell 

4tlantic data. ?he substitution produced almost no change, verifying that the Bell Atlantic estimates 

xere reasonable to use in estimating the appropriate avoided cost discount. 

TCG proposal 

TCG claimed that U S \'EST's proposed discounts ranging from approsimately 1 to 8 percent 

for costs avoided %&en wholesaling rather than retailing was unreasonable. Likewise. ATkT's proposal 

of 36.14 percent seemed unreasonably high. TCG proposed that an appropriate discount would be 

located somewhere between those two proposals. but did not propose its own method for ohtaining the 

discount. 

C a d s s i o n  resolution 

U S WESTS inputs and calculations yields an avoided cost discount that is unreasonably low on 

its face. Its chosen methodology of subtracting avoided costs tkom forward-looking costs of retail 

activities is not a reasonable method, and is not in keeping with the Act's discount method. Section 

252(d)(3) provides that wholesale prices shall be determined "on the basis of retail rates charged to 

1 efficiencies, including planned efficiencies. which reasonably would occur if it operated in a wholesale 
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:nvironment. 

AT&T's method is too generous in attributing cost savings to a wholesale business. AT&T has 

3dded to avoided costs the cost of senvices which would not be subject to an avoided cost discount. 

AT&T's method also considers costs that are avoidable, without attributing any costs to wholesaling. 

U S WEST added excessive and unsupported costs it claimed would be attributable to supporting its 

wholesale business, MCI added a reasonable amount of costs, by not deducting the full amount from 

:ertain retail categories, claiming that the remaining portion may be necessary in wholesaling. 

- _  

In general. MCl's method appears to be the most reasonable in caiculating the avoided cost 

iiscount. MCl estimated costs which reasonably would be avoided in selling at wholesale. While we 

generally concur with the methodology of MCI, there are areas of concern which we share with c' S 

WEST, First. propeny axes should not have been excluded from the denominator of the MCI avoided 

cost ratio. In addition. we are concerned with MCl's unsupported assumption that 90 percent of all 

marketing type costs would be ayoided. We find that marketing should be discounted 75.44 percent. as 

indicated in U S %'EST"s prefiled testimony. The wholesale discount proposed by MCI will be reduced 

by approximately 2.28 percent as a result of the property tax and marketing adjustments. The resulting 

discount is 20.22 percent. 

The discount should be weighted according to the different types of services. Residential senice! 

do not advertise, and likely would have a lower discount than most other sen-ices. Similarly. NRCs 

would have associated discountable overhead. but no advertising costs. Certain senices. such as 
2 -  

CentredCentron, already are offered at a discount for bulk purchasing. Vertical features are hsavil? 

advertised, With low actual costs, and should have a separate discount. The Commission approves tht 

following discounts: 

Business and PBX 18.00% 
1 8 .OO% 
18.00% 

ISDN 
Verticay-F&ures . -1 - ..* - .-i 18.00% -t.. ..L 

12.00% -.- --.- . .-. Residential 
NRCs . 

. . .'*. :..: . . c . . ,--* ..'.. - i" 

... . . ..... . . . . . . .  . . . . . .  . . .  . .  . . .  . . . . . . . . . . . . .  . . .  
'A*%- 1 3-011 ........ _._- '- . . -  _ . . _ _  

.... ... ............ .- I--. ---.- ..- .-* 

. . . . . . . . . . . . . . . . .  
.-...- - -. - 

1 8 .OO% 
. . . .  .. .. ... ..... ..  - 

__._____ 
-.'"-Private-~~ne:.... ::: ::.. - __ .~  * *. . .  * . 

I . .  - - -  * .  .. - 

Having considered the entire record herein and being fully advised in the premises. th 
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:ommission finds. concludes, and orders that: 

FINDINGS OF FACT 

1. U S WEST is certificated to provide local exchange and intraLATA telecommunications 

;ervices to the public in Arizona, pursuant to Article 15 of the Arizona Constitution. - _  
2. On June 27,1996, MFS filed with the Commission a Petition pursuant to tbe Act. On July 

19.1996, U S WEST filed its Response. 

3. On July 17, 1996, TCG filed with the Commission a Petition pursuant to the Act. On 

4ugust 12,1996. U S WEST filed its Response. 

4. On July 29,1996. AT&T filed with the Commission a Petition pursuant to the Act. On 

August 23,1996. U S WEST filed its Response. 

5.  On August 14,1996. ACSl filed with the Commission a Petifion pursuant to the -4ct. On 

September 6.1996. U S WEST filed its Response. 

6.  By Procedural Order on August 30.1996. the portions of the above dockets concerning 

U S WEST'S cost studies and rates were consolidated for an arbitration proceeding set for h'ovemkr 18. 

1996. 

7. On August 30.1996. U S WEST filed cost studies. which included TSLRlC and TELRIC 

cost studies. 

8. On September 4, 1996. MCI filed with the Commission a Petition pursuant to the Act. 

On September 24.1996. U S WEST filed its Response. 
t - -  

9. On September 4,1996, Brooks filed with the Commission a Petition pursuant to the Act 

On September 30,1996, U S WEST filed its Response. 

10. By Procedural Order on September 10,1996, the cost studies and rates portions of h4C 

a d  Brooks' dockets were consolidated into the November 18.1996 p a e d i n g -  

- .. .... 1 1. .. .I On September .I 1, 1996, Sprint . -  requested ........................ intervention in the consolidated arbitration 

, proteeding . Bj;- ~ ~ e d u ~ ~ ~  . . . . . . .  -Oraym.bG.s+t&ber . -. -1.3.;':4 996. .~pi int .  - -  wii.a~ovkd . -. . - -. . to..+tjcipate; . .  in the 

consolidated proceeding, conditioned upon its filing a Petition for arbitration of an Interconnection 

. . . . . . . . . . . . . . . . .  ---,,;.-. 2.&*......, > '  ..... - -.., . . . . . . . .  -.-A --- 
--... ..... --- 

. .----.. ........... '- . . .  -.-.. ... ......... __...... ______,,_, _,_._ . . . . . . . . . . . . . .  
. __ 

. . . . . . . . . . . . .  -__. .. _-___ . .- - 

I 

12. On September 23,1996, Sprint filed with the Commission a Petition pursuant to the Act. 
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were updated. four used a revised customer transfer charge. and one new study was submitted. 

21. 

22. 

On January 3, 1997. the parties filed their initial post-arbitration briefs. 

On J a n u q  IO. 1997, Cox filed with the Commission a Petition pursuant to the ACI. On 
* -  

February 5,1997, U S WEST filed its Response. 

23. 

24. 

25. 

On January 23,1997, MFS and GST filed a joint post-arbitration reply brief. 

On January 24,1997, the remaining paties filed their post-arbitration reply briefs. 

On March 13,1997, Cox and U S WEST filed a Joint Motion and Stipulation which. in 
.- 

DOCKET NO. U-3021-96-448 ET AL. 

I n  October 15.1996. U S WEST filed its Response. 

.... &levant . p i ,  indicated that the parties a g e d  to be bound to $e;cost and ...... pricing results,+sing . . .  from . -  the - .  

. -  * % . - % -  ..... ,... __._ . _ _ _  
.- .-.e. . . . . . . .  . ...... . . . .  . . . . . . .  

. .  -.._. 
- 

2 . .  

. . -  . 

-.-. .._.,____ 
consolidated cost arbitration proceeding. . , . . ~, _ _  __- .---- .-- .._- ~ _ .______ . - ~. ......... ..... 

13. 

14. 

U S WEST supplemented its cost studies on September 30. 1996. 

On October 7, 1996, RUCO requested intervention in the consolidated arbitration 

proceeding. By Procedural Order dated October 9, 1996, the Commission granted RUCO 1eal.e to 

-on June-! 1, 1997, ,Cox filed an application to intervene in this proceeding. which %'a? 
. - . . .  . . .  .-.-.---. .... . . . . . . . . .  _. ._.j._ . . . . . .  -- . . . .  _ _  ....... . . . . . . . . .  .... . . . .  . . . .  .. .. ..... . . .  . . .  - . _ _  ........ -. ,-.- 

- - -__. - - 261- __- .__ -., 

. . . . . .  . . . . . . . . . . . .  .. - .  . . . _  . . . .  . .  . .  

granied by Procedural Order on June 1 3 -. 1997. 

intervene. 

15. On October 15,1996, GST filed with the Commission a Petition pursuant to the Act. On 

October 21,1996, the portions of GST's Petition concerning U S WEST'S cost studies and rates were 

consolidated into the November 18, 1996 proceeding. On November 5, 1996, U S WEST filed its 

Response. 

16. 

17. 

18. 

U S WEST filed nine new or revised cost studies on November 8, 1996. 

U S WEST submitted a depreciation study to the Commission in October 1995. 

U S "EST's 1995 depreciation stud? was filed on November 18. 1996 as an eshihit to 

the supplemental rebuttal testimony of a U S WEST witness. 

19. The arbitration in the consolidated proceeding was held as scheduled. .beginning on 

November 1 8.1 996 and concluding on November 37,1996. 

20. U S WEST submitted revised cost studies on December 23. 1996, in \vhich four studies 

27. The existing U S WEST network incorporates different technologies installed over man! 

78 DEClSlON NO. 5- 
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fears and does not represent a forward-looking. least cost. efficient network. 

28. The results from the U S WEST embedded cost study were approximately the same as its 

:ost study for a forward-looking. least cost, efficient network. 

29. 

30. 

In its 1995 study, U S WEST utilized a 2O/SO percent difficult to easy placement ratio. 

In its 1996 study, U S WEST utilized an 82/18 percent difficult to easy placement ratio. 

3 1. The Commission has analyzed the issues as presented by the parties and has resolved the 

sues  as stated in the Discussion above. 

32. The Commission hereby adopts the Discussion and incorporates the parties' posirions and 

he Commission's resolution of the issues herein. 

33. Exhibit A is the price list for unbundled elements. interconnection and the resale discount 

in accordance with the Findings herein. 

COr\rCl ,t?SJOYS OF LA\{' 

1. U S WEST is a public service corporation within the meaning of Article Xi' of the 

Arizona Constitution. 

2. U S WEST is an ILEC within the meaning of 47 U.S.C. 0 1152. 

3. The Petitioners are public service corporations within the meaning of Article XV of the 

Arizona Constitution, 

4. 

5. 

6. 

The Petitioners are telecommunications carriers within the meaning of 47 U.S.C. $ 2 5 2 .  

The Commission has jurisdiction over the parties and of the subject matter ofths Petitions. 

The Commission's resolution of the issues pending herein is just and reasonable, 

consistent with the Act, the FCC Order and Rules, the Commission's Rules, and all applicable Ia\s. an<: 

- -  

is in the public interest. 

7. There is economic "good causew to use depreciation rates that conform with a fonvard 

looking, least cost, efficient - network -__ in an environment which is going to become more competitive. 
I- 

- -_ 

. . . . .  ....... - -. .;-.. . . . .  . .  . . . . . . .  .... ... . .. ... ....... ... . . . . . . . . . . . . . . . . . . . . . . .  
. . .  ___. 

._ - - -  ----. 
...... . . .  

- .  .L '  ._ -_ . - - -  
lookjng. least cost, efficient embedded'costsi--- ............. -- . -:. 

t 

IO. Any depreciation reserve deficiencp would be an embedded cost. 

39 DEClSlON NO. J$/? &. 7.F 
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11. "Avoided costs-' pursuant to the Act includes costs which would be avoided by a 

holesaler acting in a just and reasonable manner. 

12. Pursuant to the Act. the ''avoided costs"discount is to be based on retail rates charged to 

ibscribers for the telecommunications service requested. 

QBDL!3 

IT IS THEREFORE ORDERED that the Commission hereby adopts and incorporates as its Order 

re resolution of the issues contained in the above Discussion. 

IT IS FURTHER ORDERED that all parties that are subject to a true-up mechanism for costs set 

m h  in this Decision shall make the appropriate refundslpayments within 60 days of the date of this 

kcision. 

If the date of this Decision. a schedule setting forth af! rates and charges approved. herein- 

IT 1s FURTHER ORDERED that U S WEST Communications. Inc. shall file within thin? day: 

4% *- 

IT IS FURTHER ORDERED that the rates and charges approyed herein shall be effective 

nmediatel y . 
.. 
.. 
.. 
.. 

% -  

.. 
*.. 

... 

... 
..- 

e.. 

- .  ... .. - . c. . . ... . . -.:: -- ... . .i- . -.---... . .  i I-_ ." -'..i. ... . -  - . . -  . . . .  

. . . .  ... . .  . . .  

. . . .  

... . .  . . .  
c . . .  .-. . . . . . . . . . .  .-.., 

. . .  . . - - . - . . . . . . .  ...... -. .. -. . .  . .  _. - .~ 
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IT 1s FURTHER ORDERED that the Hearing Division is directed to set a proceeding to 

etermine whether it is appropriate to geographically deaverage rates established pursuant to this 

Iecision, and if so. what method should be used to set the deaveraged rates and when they should 

>ecome effective. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARlZONA CORPORATION COMMISSION. 

I IN WITNESS WHEREOF. I. JACK ROSE. Executive Secretar)' of the Arizona 
Corporation Commission. have hereunto set my hand and caused the official seal 
of the Commission IO be afixed at the Capitol, in the City of Phoenis, this 
T& day ofTm-,fr 1998. 

SEE ATTACHED DISS hWZW?! OPINION 

* *  

._ 

. .  

. . .  ... . . .  . . . . . . .  ...... . . . . . . . . . . . .  - .- . __ .  . ,_____ _ _  - -- - .. - . -. .. - . . . . . . . . .  .. 
... . . . .  . . . .  . . .  .. . . . . . . . . . .  . -.---- 

.~ . .  
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DISSENTING OPINION 

COMMISSIONER RENZ D. JENNINGS 

OOCKET NO. u-3031-96-448 et al. OPEN MEETING DATE: ,lmua1)9.1998 

Genuine competition in local phone service has failed to emerge anywhere in the 
country two years after the passage of the 1996 Telecommunications Act, Because of 
amendments proposed and passed by my two colleagues, this Order is especially detrimental 
to competition in Arizona. ft sets resafe discounts well below what other states have done 
and it sets the unbundled loop rate way above what other states have done, Normally 
business-friendly Texas, for example, set the unbundled loop at $14.15, compared to $21.98 
in this order. Texas also set a 21.64% resale discount rate, compared to this Order's 12% for 
residential and 18% for other services. This Oder essentially confirms that we will have 

(Zkompetition .& in name only. 

The Recommended Opinion and Order (RO&O) of our three fine hearing officers was 
based on hearing the evidence in a lengthy hearing, reviewing the extensive record, and then 
writing a RO&O based on the evidence. The RO&O set the unbundled loop rate at $16.28 
and established resale discounts ranging from 10.05% to 63.1%, or a weighted average of 
20.22%. 

After US. West testimony in the 1995 rate case of $5.96 for the business loop and 
$1 t .46 for the residential loop (which the CLECS advocated for the unbundled loop in this 
case), the Commission set the price of 1FR residential senn'ce, which includes the loop, at 
$03.18. Then, only three years later, U.S. West hired a $375 per hour consultant, who after 
putting in enough hours to collect over a half million dollars, testified that the cost of the loop 
atone was $30.20. Through their amendments the majority has moved aggressively toward 
this latest US. West number and has sided almost totally with US. West, using aevidence" 
not in the record, such as post-hearing models when the results suit US. West. The majority 
has even gone beyond U.S. West's recommendation to set copper depreciation at 15 years. 
If the numbers the Commission majority has declared as amst" are adopted in the next rate 

- - case, it assures a veryhuge rate increase for residential customers, perhaps as much as - - ----I- - _ _  - - - -  - __. ---_. - ___ 
- I-------- - - -_- - - .-- - - - 700,1~:- - - - .--- - ~ - - __- 

- - -  - -  _ _ _  - - -  - 
.c * 

- -At. this point i'm going io go beyond the record-myself to advocate future Commission 
a'ciion. Like the majority and many others, U.S. West also likes to talk Competitionras long - 

as they can retain 99% of the market. Actually, US. West is sitting pretty in Arizona. It 
serves in one of the fastest growing states. It has the fastest growth of orders for second 

- 



c 

.. . -. 
:e. . . .  

. Dissenting Opinion 
Commissioner Renz D Jennings 
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phone lines for residential customers surfing the Internet. It has seen an increase in voice 
mail and caller ID, reportedly to 28% penetration in Arizona. It sewes in a state with 80%+ of 
its population in 2 urban areas. Its stock is being touted as “sweet.” Its share of monopoly 
directory publishing revenues, which Judge Greene said in the divestiture order should be 
used to hold down local rates, should be much higher than the $43 million agreed upon 10 
years ago. tn addition. because the Commission made a procedural emr  in imputing those 
revenues in the last rate case, U.S. West is collecting $17+ miilionlyear plus another $34+ 
mitiion voted by my two colleagues in Decision 60381 last summer. Apparently, despite all 
of the above and despite US. West being the ‘900 tb. gorilla” in Arizona, U.S. West has a 
Commission majority that views US. West as beleaguered. tt is hard tu envision that US. 
West needs rate relief, as they sometimes claim. in any case, I would challenge my two 
fellow commissioners to join me in issuing an Order to Show Cause with regards to US. 
West’s earnings and rates. 

Instead of competition since the 1996 Telecommunications Act, we’ve had billions of 
dollars in mergers and acquisitions, lawyers by the carload arguing the Yine pohts” of the - 
Tefecommunications Act, US. West and the other BOCs doing’everything possible to slow 
down competitive local interconnection, and potential competitors hesitant to put in facilities to 

ludicrous to think that competitors are going to duplicate or triplicate the local network in order 
to get a fraction of the customers. The real path to competition was framed in the RO&O, and 
the majority has dealt a severe blow to cornpetition in Arizona with this Order. If the 
determination is made that the local telephone service is not conducive to both competition 
and a unified and universal national phone system, then we should take a different course. 
And if the majority and others around the country don’t want competition in substance, they 
should forthrightly make the case that US. West and the other 60Cs are and should remain 
natural monopolies and then convincingly regulate them. We would save spending billions 
more for cornpetition in form only, which is what this Order provides. 

compete with the existing $300 bitlion local networks (6X the Iong distance networks). It i s  e, 

I dissent. 

..>-.-. . . --- . ... .__. ............ 
.LL-&?. . . . . . . . .  ...... ._ . .  - 

. . . . . .  - .  

... . ..I - .  .. . .  ... .--.*I ’- c: <-a.,-.... . .  --. . ..... . .  -. 
.... .-- . . . . . . .  _ . . _  ..-.--- ... . ~ - -  _ .  
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COORDIS ATOR 
AARC 
W6 SORTl i  17TH STREET 
P l lOEs lS  .e 85016 

hlR KENNET11 f LlELLE\' JR 
1' S LOKG DISTANCE IKC 
931 1 SAN PEDRO - SIIITE 300 
SAW AhTOSIO 'Fs 782 I6 

MS JEAN L KIDDO0 ESC! 
SWIDLER d BERLIN CHARTERED 
3000 K STREJ3 NW - SUITE 300 
WASHINGTON DC 2OOO7-384 1 

PHOENIX AZ 85013 I 
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IR h1lI.E SClil!LTIES 
A F f  MANAGER - REGIiLATORY 
.I.LTEL SERVICE CORP 
ALLIED DRIVE 
l lTLEROCK AR 72202 

$R RICK MCALLISTER 
(ANAGER REGULATORY 
,LLTEL N'ESJERN REGION 
0 BOX 3373 
Jl-fLE ROCK AR 72203-3373 

IR STEVE WHEELER - ATlORNEY 
"ELL t WlLhfER 
)NE ARIZONA C m R  
00 EAST VAN B t I R M  STREET 
'HOENIX -4.2 850(U10(111 

M R  FRANK HATZENBl1EHLER 
I! S \ Y E S  ~05~hl\~h'lCAflOSS INC 
I801 CALWORNIA STREET # Z X O  
DENVER CO 80202 

c 

DOCKET NO. U-302 1-96-448 ET AL. 

MS. MAUREEN A W L D  
U S WEST COMMUNICATIONS 
3033 N 3RD STREET 
PHOENIX AZ 85012 

hlK JAMAL ALLEN ATTORNEY 
OCONNOR CAVANAUGH ANDERSOS 

WESTOVER & BESHEARS 
ONE EAST CAMELBACK - SUITE I IOU 
PHOENIX AZ 85012 

MR TONY DITIRRO 
MCI COM M UNlC.4TIONS CORPORATION 
201 SPEAR STREET 9TH FLOOR 
SAN FRANCISCO CA 94105 

MR JOHS COLEMAN 
ELECTRlC LIGMU'AVE 
2600 NORTH CENTRAL AVElriUE n300 
PHOENIX A2 85004 

hiR ERIC ARTMAN 
hf FS COXfNIISICATlO!S CO IN< 
185 BERRY ST.. BLfKi I 
SUITE 5100 
SAX FRAXCISCO C.4 94107 

MR FRED M SHEPHERD ? W E  
TELEPHONE DIVlSlClN hl.4XAGER 
TOHONO OWDH.4M l l T I L I n  Al7HORITI '  
P 0 BOX 816 
SELLS AZ 85634 

MR D A R U  ESCHBACH 
EXECUTIVE DIRECTOR 
TELECOhihlUNICATlONS SERVICES 
ARIZONA STATE UNIVERSITY 
BOX 87020 I 
TEMPE A2 852874201 - 
MR 1IM BROSfiAR - -  - 

--EXECUTIVE VKE PRESIDENT . - -_. - 
ROCKY MOI!NTA!N TEI-ECOM A S S C ~ A T I O N  - 

. .- . .  . _  
-. .. .. . . 
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DOCKE I I ~ O .  U-302 1-96-448 ET AL. 

R Tfhl DELANEY 
ROC\" 8: BAlN PA 
301 NORTH CEFTRAL 
0 BOX 400 

HOENlX AZ 85001-0100 

J SCOTT NICHOLS 
U SONE COMMVNICATIONS 
I ~ ~ O ( - H A ~ S  BRIDGE RD StiITE 350 
MCLEAN VIRGINIA 22101 

TERRY ROSS 
CENTER FOR ENERGY B ECONOhllC D W  
7853 E ARAPAHOE COURT SUITE 2600 
ENGLEWOOD COLORADO 801 12 

IR PAUL SCHXEIDER 
RIZONA BUSINESS G.4ZETTE 
0 BOX 1950 
HOENIX A2 85001 

PETER GLASER 
DOHERTY RUMBLE & BUTLER 
1401 NEW YORK AVE E; W SlJtTE 1100 
WASHINGTON DC 20005 

IR JEFFREY WEIR 
XECUllVE DlRECTOR 
OUTHERN GILA COUK;N 
:COWhlIC DESELOPMEhT CORPORATION 
'0 BOX 1351 TOM BADE 
;LOBE U 85502 GREG RlGGLE 

GCB COMMUNICATIOSS 
IO25 E BROAD\\'AY Sl!iRE 201 
TEMPE ARIZONA 85282 

dS SL'E WILLiAMS 
NRECTOR REGULATOR\' AFFAIRS 
ELTRYST CO>Ih11?4CATIONS SERVICES INC 
I 1  SORTH CHARLES LINDHERGH DRISE 
A L T  LAKE C l n  UT 841 16 

MARTIS A AROSSOS 
\SlLLI.\M D CLEAVELAND 
ASGELA S1 CASTEI-L.4So 
BEIS GILBERT 6 hlORRlLL 
3100 S C E S . 4 L  Sl'ITE IN@ 
PHoElsIX .4RUOSA St012 

d R  h1KE LAlZGHLIX 
3IRECTOR OF O P E R 4 n O S S  
riORSTAN COSlMLI'ICAT1OSS 
b9OOWEffiEWOODRO.4D 
MAPLE GRO\'E hlS : S I  1 ' JEhXlFER S POMERY 

l! S \VEST CELLULAR 
3350 161STAVEN\'E SE 
P 0 BOX %os7 
BELLE\'( 'E WASHlSGl-ON UR<W 

MR 1\',4X JOHNSOX 

TIMES MIRROR CABLE TELEVISIOX 
17602 NORTH BLACK CANYOS HICH\VAS 
PHOENIX AZ 85023 JODIE C A R 0  

VICE PRESIDES7 OF PI:BLIC AFF.4IRS 

MFS C O h l ~ l L W l C A ~ O N S  CO INC 
999 OAKhlOhT P & Z A  OR APT 400 

WESThlONT ILLINOIS 605 19-55 16 
JIM WORTHAM 
ADMINiSTk ATOR 
FIRE DEPARTMENT COhlPUTER SERVICES 
CITY OF PHOENIX 
150 S 12TH STREET 
PHOENIX U 85034 

CATHERINE A NICHOLS 

220 WEST SIXTH =El' 

lAN CALKINS 
PUBLIC AfFAIRS DIRECTOR 
PHOENIX CHAMBER OF COhlhlERCE 
201 N CENTRAL AVE 277" FLOOR 
PHOENL. ARIZONA 82073 

TEP - LEGAL D E P A R W W  
JACK 7RAHAN 
WESTERN ElECTRON1CS AND 
~ l c l U N I C A n O N S - - . . , . - . _ .  .__ 

. . . .  ......... PO Box_7!?: :... . . - .  ---- .--- . . ,~ ______l_l _ _  ....... fucsoN ARIZONA 85702 .- . 
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DA\'lD N PORTER 
'ORLDCOM INC 
;a hlFS COMLIIJNICATIONS CO INC' 
1'0 CONNECTICUT STRf ET N W SI'ITE 400 

lASHlNGTON DC 20036 

L1F;DY FUNKHOUSER. CHIEF C'OUNSEI. 
LEGAL DIVISIOF; 
ARIZONA CORPORATION COMMISSIOS 
1200 WEST WASHINGTON STREET 
PHOENlX. ARIZOXA 85007 

ESSE W SEARS 
SSISTANT CHIEF COUNSEL 
'ITY ATTORNEYS OFFICE 
IrV OF PHOENIX 
30 WEST WASHINGTON'. 13TH FLOOR 
HOENIX: ARIZOXA 85003-161 I 

ETER Q NYCE JR 
.EGlILATORS LAW OFFICE 
1 S ARMY LITIGATION C E W E R  
01 h'!YWART S T R E n  Sl1lTf 713 
LRLISGTOX \'A 22'20.3-1837 

BILL MEEK 
AU1.4 * * * 

2100 N CENTRAL AVE SUITE 210 
PHOENIX ARltONA 8 5 W  

CARL DABELSTEIN 
DIRECTOR UTILITIES DlVlSiON 
ARlZONA CORPORATION COMM1SSIO~ 
1200 WEST WASHINGTON STREET 
PHOENIX. ARIZONA 85007 

JANET REGNER 
IEtTY PRUIIT 
ACAA 
202 E MCDOWELL il2sS 
PHOENIX ARIZONA 85004 
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. -  
Appe. A 

ARIZONA 
Price List 

mformance with the June 13,1991 and September 12,1997 recommended order in Docket U-3021-9648 etal., 
January 8,1998 Commission order. 

'BUNDLED N E m O R K  & l E M E m  

UnbundledLoop - - 

Network interface Device. Recum- (Note 1) 
Network Interface Device, New Customer, N o m m n g  (Note 2) 

Loop OtrMbutlon (Nota 5 1L 12) 
Unbundled 2 Wire Loop, Recurring (Note 6) 
Unbundled 4 W n  Loop, Recurring (Nota 5) 

Residence Nonrecurring - Per 2 Wire Loop 

Business Nonrecurring - Per 2 Wire Loop 

Residence Nonrewmng - Per 4 Wire loop 

Business Nonrecurring - Per 4 Wire Loop 

Any Loop with Conditioning (One T i  Charge) 

Extension Techpolsy. Recurring 

switchfng (Note 3) 

Usage Per Minute 

PerPOrtRtamino 
Per Port. N d n g  (Note 6) 

s 0.58 
5 30.00 

$ 15.33 
$ 21.98 
s 22-90 

f 

f 

t 

s 

s 

a: 

s 
s 
s 

s 

40.92 

45.92 

41.81 

46.92 

114.89 

6.75 

0.0028 

1.61 
42.58 

TARIFF 
(Note I O )  

ExchangeL 
Network 
Setvices Tariff 
Sec 5.24 
Exchange b 
Network 
Services Tariff 
Sec 5.2.4 . 

Exchange 8 
NetwDak 
Services Tariff 
Sec 142.1 

1 FR 

1 FB 

ISDN 

Exchange 8 
Nelwork 
Sowices Tariff 
Sec 14.28.2 

ISDN 

89.42 ' - -  . . - 
357.16 



DOCI(”- N O .  U-3021-96-448 ET AL. 
REV 1-1&98 . .  

Appendix A 

ARUONA 

JBUNDLED N E T W O R K  E L E M E m  

Dl& and Dedicated Transport ( N o t e  3) 

DSO Dedicated, ReaJmng 

OS1 - 0 Miles 
DSl-OvtrOto8 
DSl-Owr8to25 
OS1 - Over 25 to 50 
DS1- Over 50 

DS3 - 0 Miles 
DS3 - Over 0 to 8 
DS3-Over8to25 

OS3 -Over 50 
DS3-Owr25t050 

s 

s 
s 
f 
s 

s 
s 
s 
4 

5.05 

USWC 
Fied Per Mile and 

adopted thN -c__ 

negotiation 
None None 
35.98 S 0.65 
35.99 4 0.94 
36.00 s 1.75 
36.00 4 1.59 

None None 
243.17 S13.32 
246.15 415.90 

249.26 $22.49 
250.66 sz.91 

$ 196.85 
FCC No. 5 

$ lfi4.00 section 6 
Page 237.1 

Common TmnspofVTandem Trantmitslon. Per Minute, Per Leg (Nola 3) f O.OOO88 
Tandem Switching, Per MInute of Use ( N o t e  4 S 0.00140 

Sigdf- (Note 7, N o t e  4 L Note lf) 
€ntmnce FdIw 
DSI. Electrical. _Rtprring 
0%. Ekdrical. Reairring 

DSl. Ekcbicat, Nonncuning. Rat 

$ 89.42 
$ 357.16 

FCG No- 5 

Page 15 
FCC No. 5 

f 560.88 section 20 

$ 560.88 sedlonm 
Page 15 
FCC No. 5 
section 20 
Page 15 

$0.00 

,- 

. .  ._  .... .- . 

.......... - - .  . 

- 
.... . . .  .... . . . . .  . . ............ .. . ___. .. . _ _  ____.___. . . .  -. . . .  --_- 0S-l- Over 50 __ __. 

OS3 - 0 Miles’’ s 243.17 S13.32 
OS3 - Over 0 to 8 $ 246.15 $15.90 
DS3 - Over 8 to 25 $ 250.66 422.91 
OS3 - Over 25 to 50 

. . . .  .. ..... ... . 
. -- 

-I 

---- - ___*_ ... 
. .  

__. - 
.............. 

. .  -. - .- .-.- .:_ _ _  ___..__..L_ - .-_ _. - -. .-. -. .- - _.___ 
None NOW ’ ‘. 
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Appe'laueX A 

ARIZONA 
Price List 

.onfomance Wtth the June 13,1997 rnd Ssptember 12.199.7 ncommcnded order in Docket U3021-96448 etal., 
1 January 8,1998 Commission order. 

~ L ) y c r l a * . b r g m e u p " u p d . n d . 6 . ~ d o n d # ~ ~ ~ ~ ~ a ~ ~ ~ ~ a r d i n g m 6 l e g J i ( y a  
4 p ( r 9 ( ( . I w y u o ( h . ~ ~ a ~ ~ o r d . n ~ h d i c l A . I h . l r . g m m a n t r A ( h ( h . a d . n d m m o d d o ( n ~ ~ .  

DS3-Over50 
. .  

Mu Mplexlng 
OS1 to OSO. Recumng 
OS3 lo DS1, Recomng 

$ 249.26 $22.49 

$ 200.08 
$ 196.85 

DSl to DSO. Nonrecurring 
to.00 

OS3 to OS1 Nonrearmng 
30.00 

CCS Unk - F b t  Unk. Nonrecunfng 

CCS Unk - Each eddttional Link, Nonrecurring 

STP potl - Per Message. Retuning 

SCPiDatabases - Per Message 

ANCILLARY SERWCES 

Direetcny Assistance 
price per Call Faciliies-Based Providers 

Asslgnmenf offfumfren 
Assiinments per industry guidelines 

$ 464.94 

$ 147.60 

S O.ooOo5 

4 24.05 
t 24.85 

$ 0 . ~ 1 0 0  

$ 0.28 

No Charge 

No Charge 

No Charge 

s 0.72 

FCC No. 5 
Sedion 20 
Page 16 
FCC No. 5 
W o n  20 
Page 16 

FCC Part 5 CCS Links 
Section 20 
page16 
FCC Part 5 CCS Links 
Section 20 
page16 

s 0.87 
... .._ __ . 

- 



- .  

DOCK-' 0 .  u-3021-96-448 ET AL. 
RR/ 1-16-96 

Appendix A 

ARUONA 
Price Ust 

m,..nance with the June 13,1997 and September 32.1997 mcommended order in Docket U-3021-96448 etal.. 
January 8.1998 Commbrion order. 

y d a b r ( i n g l w r p ( o r a a b . c . d . * r p r k r d o n Q m ~ ~ a ~ ~ ~ ~ ~ ~ ~ ~ u  
~ o t # u l h . a Q C a n n h Q n ' . a d u a n r h & a t e h . t m p m n n t * A m h . a d m d n w h o 6 d o g y a n J a .  

.. 

. .  
SICAL AND MRNAL coumnoN 
:ommn Elements 

cabhspricing 

Per Setup. Nonncurring 

Per Fiber Spliced, Nonrecurring 

48 Vott Power. Per Ampere. Recurring. Per Month 

48 Vott Power Cabk 

40- Capacity - Recurring 
20 Amperr Capacity - Reaming 

fio Ampere capacity - Rcanring 

Amperr Capacity - Nonnatmng 
* 

fio ~mpere Capacity - Nonrecurring 

Equipmtnt Bay. Per Shelf Rack Spwx, RecWring 

Inspector per 1 R Hour, Regular 
lnspedor per 1IZ'HOur. After Houn 

FCC Part 5 Quotation Fee 
E 1.381.54 Section 20 

page31 

FCC Part 5 Cable Splicing 

2opage36 

page36 

$ 375.40 section 

FCC Part 5 Cabb Splicing 
$ 15.79 Section 20 

E 12.89 

$ 0.21 
5 0.29 
s 0.35 

$ 59.14 

E 80.69 

s 95.34 

s 6.41 

$ 24.49 
S 36.24 

$ 23.95 

$ 24.55 
S 3525 

FCC Part S Power Supply 
section 20 

F 8 F a r t  5 Power suppry 
Sedion 20 
WQeM 
FCC Part 5 Power Supply 
Sedion 20 
page34 

f 23.73 
s 33.20 

s 22-20 



. .-- R N  1-16.90 - 
ARIZONA 
Price Ust 

nf&mance with the June 13,1997 8nd September 12,1997 recommended order In Docket U-3021-96-448 etal., 

FCC Part 5 
section29 
pageu 
FCC Part 5 
-on 20 
page= 
FCC Part 5 
Section20 
psge32 
FGC eaR 5 
section20 
page32 

M a t e  line Transport 
Service 

private Line Transport 
service 

Private Line Transpon 
SCMce 

private Line Transport 
senrice 

24rc DSO EICT. Nonrearning 
. .  

s 383.30 

$ 383.30 4 4 m  DSO EICT, Nonrecumng 

$ 256.87 

$ 269.78 

ElCT Regeneratian 
OS1 EICT. Regeneration, Recumng 
OS3 EICT, Regeneration. Recurring 
DS1 Elm. Regeneration. Nonrecurring 
OS3 EICT, Regeneration, Nonrecufflng 

$ 6.30 
$ 41.32 

S0.m 
$0.00 

Element Group I 
EntrpRce FaaMy - 2 fibers, Recumng $ 1.52 

FCC Part 5 
section20 
Pam 

M I C  Entrance Facility 

Entrance Facility - 2 fibers, Nonrecuning 
$ 1.184-74 

Ekcnent Group 2 
Entraner:Endoswe: 

Manhole - Per Month Per Manhole 
Handfidd - Per Month Per Handhold 

13.01 
7.61 

0.21 

181.57 
0.24 
0.03 

0.83 

0.006 
45.64 

0.83 
0.10 

0.03 
28.03 

s 
s 

Conduit (L interdud fm Entrance Endosure to cable Vault. Per FootlMonth S 

s Cora Drltt. Per Con. NonreaaTing 
Riscrr ftom Cable Vaun to Customer Designated Equipment Per FootlMonth S s Fiber Optic Cabk (24 Fber lnuement). Per FoatlMonth 

F m  Placement m conduit end riser, Per Foot 

Copper Cabk 25 Pair, Per Month. Ptz Foot 
Copper Cabk Sptiang - Per S p t i  

- - -  

coppef Csbk Flaamtnt in Conduit and Riser - Per Foot 
Coax Cabk RG59 - PW Foat Pef h h t h  

s 
s 

AC Power Per WATT. Per Month 
Huanidit\cab;mPer~sedphysicslspaa 

t 
s 

. . .  .. - .  

- .. 
. .  .... .. .. ................. . . . . . .  

. .  
. .  

. . .  . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  . . . .  . .... ... 
- .  . . . . . . . . . .  - .- . ~ . ~ . . . C ~ ~ ~  r.cba& 1.:: :- --. '. ...- 

,.. :.s .:-. ~.oo ' 

3 5.00 .. 1 

s 5.00 

- 

. . .  . .  
6usimss 
Residence . 
S D N  
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Appendlx A 

v ARUOHA 
Price List 

contonnrnce with the June 13,1997 and September 12,1997 recommended order in Docket U-3021-96448 etal., 
d January 8,1998 Commission order. 

ReMk Dhcount 
Residential 
An other services 

12.00% 
18.W! 

otes 
1 ApplicaMe where CLEC &rminetes its loop to a USWC NtO. 

3 For companies that qualify for Bill and Keep, this charge wit1 not apply in thc event of Re&mcal (=ompensation. 
This charge will be assested upon the contract provisions. 

4 Signatirtg Elements are taken from Haifield with exceptions of OS1 and OS3 because Hatfield does not cakadate these services. 

5 Company proposing to use BFR has to wecowne rebuttable assumption that Hatfieid priccs are apprqxbte. Applies 
to recumng charge only. BFR win be used for ordering. provisioning. indudiq any a d d i l  equipment and NRCs. 

6 This Mur-recumng charge does not apply m the event unbundled local switching is otdered with an unbundled loop. 
If Ordered through Switching. only one NR Charge Applies. 

7 The USWC and AT&T rate structures differ. To establish rates, each party's rate stnrdure has been retained. 
and tht propoted rate halved, in BecOFdana with the A r b i s  order. 

.?jj QPF is d i e d  to the payment for endosure bvildouf if priced on an IC8 bass. 
t.: -.. 
t;' 4 

9 When purchasing Collocation. AT&T wii pay the listed price for elemen+ in Element Group 1 and Element Group 2. 

11 If Ordered Concurrent with the CCS Link. only one NR Charge Applies. 

12 This indudes the price of the NID. If a HID is not needed, the price k $14.74. 

13 Then will be no charge for an expanded intemndon channel tecminationwhen MIch facility is ordered in 
q'unction with an unbundled bop. 

-.- 
. . . . .  .-_. . I ...... 

. . . . . . .  . . . . . .  . . . . . . . . . . . .  . .  . . . . . . . . . .  ...... - ..... . .  .. - - - .  
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